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Professional Notes. 


Tue Council of the Society of Incorporated 
Accountants and Auditors have unanimously 
re-elected Mr. R. Wilson Bartlett, J.P. (Messrs. 
Walter Hunter, Bartlett, Thomas & Co.), of 
Newport (Mon.), Cardiff, and London, as Presi- 
dent of the Society, and Mr. Walter Holman 
(Messrs. Allen & Baldry and Holmans), London, 
as Vice-President for the ensuing year. 


- In another column we publish the programme 
of the Incorporated Accountants’ Course to be 
held at Gonville and Caius College, Cambridge, 
from July 1 to July 5 next. The general purpose 
of the Course is to enable those attending to 
keep in touch with recent developments in the 
practice of accountancy and to: extend their 
professional knowledge. The subjects to be 
dealt with will be of an advanced character. 
The Course is open to all members of the Society, 
but preference will be given to those who have 
been admitted within the last ten years. 


The Finance Bill has now been published, and 
the clauses relating to Income Tax and one or 


two other matters will be found in this issue. As 
indicated in the Chancellor’s speech when intro- 
ducing the Budget, the standard rate of Income 
Tax is raised to 4s. 9d. in the £, and an extra 
personal allowance of £10 is granted to married 
couples, together with an extra allowance of £10 
per child. The first £135 of taxable income is 
subject to a deduction of two-thirds of the 
standard rate of tax. That portion of the income 
will accordingly be assessed at Is. 7d. in the £ 
in place of Is. 6d. last year. So far the provisions 
of the Bill are quite simple, but the same cannot 
be said of some other parts of the measure. 
There are provisions for the purpose of preventing 
avoidance of Income Tax by the formation of 
one-man investment companies ; by transactions 
resulting in the transfer of assets to persons 
abroad while still enjoying the income ; and by 
making settlements on children known as Edu- 
cational Trusts. 


The provisions concerning the last of these 
especially are of an elaborate and complicated 
character. They are contained in Clause 19 of 
the Bill, of which the following would seem to be 
the general effect : 

Irrevocable settlements made before April 
22nd, 1936, will not be affected at all, as they 
are excluded from the operation of the section. 
Revocable settlements are, in effect, made in- 
operative for Income Tax purposes. Income under 
these settlements “‘ paid to or for the benefit of 
a child ” of the settlor in any year of assessment 
is to be treated as the settlor’s income for that 
year, and sub-clause (2) defines income “ paid 
to or for the benefit of a child *’ as meaning income 
which is so dealt with that it will or may become 
payable to or for the benefit of a child in the 
future. It further provides that any income not 
required by the settlement to be allocated to any 
particular child shall be deemed to be paid in 
equal shares for the benefit of each of the children. 
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As regards irrevocable settlements made on 
and after April 22nd, 1936, with certain qualifi- 
cations the same provisions as in the case of 
revocable settlements are to apply to these. 
The qualifications are contained in paragraphs 
(a) and (b) of sub-clause (8). Paragraph (a) 
stipulates that the provisions of sub-clause (2), 
the substance of which we have indicated above, 
are not to apply to these settlements except to 
the extent that the income consists of or represents 
directly or indirectly sums paid by the settlor 
which are allowable as deductions in computing 
his total income under the Income Tax Acts, 
and paragraph (b) provides that as regards these 
settlements, any sum whatsoever paid by virtue 
or in consequence of the settlement shall be 
deemed to be paid as income unless the accumu- 
lated sum so paid to a child or children exceeds 
the aggregate amount of the income which has 
arisen under the settlement since it took effect. 
These provisions take the place of section 20 (1) 
(c) of the Finance Act, 1922, and the provisos 
relating thereto. It may be remembered that the 
enactments referred to dealt with the position 
as regards any settlement for the benefit of an 
infant child of the settlor, for less than the whole 
life of the child, with provisos that the settlement 
should not be invalid for Income Tax purposes if 
payable during the whole life of the settlor, nor 
by reason of a provision for the payment to some 
_ other person of the income in the event of the 
bankruptcy of the child, or of an assignment 
thereof, or a charge thereon being executed by 
the child. 

It is quite clear that sub-clause (1) of clause 19 
makes the income settled on a child, by an 
irrevocable settlement made in the future, the 
income of the settlor, and sub-clause (8) varies 
only sub-clause (2), which merely defines the 
words “ paid to or for the benefit of a child.” 


Hitherto irrevocable settlements in respect of 
infant children for the whole life of the child, or 
of the settlor, have been regarded as valid, but 
it would seem that such settlements made in 
future are to be placed in practically the same 
position as revocable settlements, Clause 20 
(1) (c) of the Finance Act, 1922, and the provisos 
thereto, on which the validity of those settlements 
was based, being now made inapplicable by 
Clause 19 (10) of the present Finance Bill. We 
do not think this was expected, as no question 
of taking advantage of a loophole in the law had 
arisen ; and it is not clear why irrevocable settle- 
ments made in the past should continue to be 
recognised while similar settlements made in 
future are made ineffective for tax purposes. 


Section 16 contains provisions of a _ very 
elaborate character for preventing an individual 
resident in the United Kingdom from avoiding 
Income Tax by transferring assets to persons 
abroad in such a way that, while he himself 
enjoys the income derived from those assets, he 
does not appear to be in receipt of that income. 
The draftsman has clearly exercised all his 
ingenuity to make sure that he has left no loop- 
hole of escape, but it is specially provided that 
the section shall not apply if the individual shows 
to the satisfaction of the Special Commissioners 
that the transfer was effected mainly for some 
purpose other than avoiding tax liability. The 
provisions of the section are to apply to Income 
Tax for the year 1935-36, and subsequent years. 


In the same way minute provisions are laid 
down in Clauses 17 and 18 for the purpose of 
tightening up section 21 of the Finance Act, 
1922, which deals with Super-Tax on undis- 
tributed income of companies, and it does not 
seem that there is much opportunity left for 
escape from the objects of the original enact- 
ment. These amendments also are to apply to 
assessments for 1935-36 and subsequent years, 


The Times has published in its Trade and 
Engineering Supplement a table showing the per- 
centage of dividends on paid-up capital in 
respect of 114 companies with a total capital 
of £1,112,000,000, for the years 1932 to 1935, 
classified under the leading industrial groups. 
Those showing the greatest increase during that 
period are Oil with a rise of 3.3 per cent., Rubber 
3.8 per cent., Heavy Industry 3.3 per cent., 
Motors and Aeroplanes 2.2 percent., and Breweries 
3.1 per cent. Cotton shows a slight decrease, 
whilst Railways, Shipping, Boots and Shoes and 
Tobacco indicate little variation. The selected 
companies are chosen as being broadly repre- 
sentative of the special industry in each case. 

An ingenious response was made recently to 
a claim by the Inland Revenue Authorities for 
Income Tax under general Rule 21 of the Income 
Tax Act, 1918. The Trinidad Petroleum 
Development Company had made an adjusted 
profit (after deducting wear and tear allowance) 
in the year of assessment of about £70,000, 


but this was covered by unexhausted losses j 
brought forward, with the result that the com- § 
pany suffered no tax for that year. An assess- | 


ment under Rule 21 was made upon the company | 
in respect of tax deducted from interest paid, 
but the company contended that there was no 
such liability on the grounds that the profits 
for the year had been assessed at £70,000, and 
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that the interest had therefore been paid out of 
profits or gains brought into charge to tax within 
the meaning of Rule 19. Reliance was placed 
by the company upon the wording of sect. 33 
of the Finance Act, 1926, which refers to “ profits 
or gains assessed,” and provides for setting off 
previous losses. Mr. Justice Lawrence, however, 
took the view that “ profits or gains brought 
into charge’ meant profits or gains on which 
tax had actually been suffered, and he considered 
that these words did not have the same meaning 
as “profits or gains assessed” mentioned in 
sect. 33. 


A similar point was raised in the case of The 
Central London Railway Company v. Com- 
missioners of Inland Revenue which has just 
been decided by the House of Lords. The 
railway company had issued debentures to 
enable them to carry out certain constructional 
work and had paid interest thereon, as they 
were entitled to do, out of capital. In doing 
so they deducted Income Tax, and the Crown 
claimed that, in the circumstances, the interest 
was not paid out of profits or gains brought into 
charge. It was contended on behalf of the 
company that, although the interest had been 
charged to capital for the purpose of the accounts, 
there were taxed profits available out of which 
the interest could have been paid, and that they 
were therefore entitled to retain the tax deducted 
from the interest. In giving the leading judgment 
Lord MacMillan pointed out that the deciding 
factor was not, in his opinion, how the company 
had dealt with the matter in its accounts. The 
interest was in fact payable out of capital, 
and had been so paid, and in the circumstances 
the company could not consistently maintain 
that it was paid out of profits. The company’s 
appeal was accordingly dismissed. 


The question of what constitutes an act of 
bankruptcy came before the Court of Appeal 
recently in Re Debtors (No. 886 of 1936). A firm 
composed of American nationals carried on 
business in New York, London and _ various 
places on the continent. The London branch, 
which had been managed by an Englishman, 
was eventually closed down, and shortly after- 
wards a conveyance of the property of the 
debtors was made in the State of New York 
to trustees for the benefit of creditors. It was 
held that the fact that the assignment of the 
property was made in a foreign country by a 
person domiciled. there, and under the laws of 
that country, distinguished it from a similar act 


in this country when it would undoubtedly have 
constituted an act of bankruptcy. The Registrar 
had dismissed a bankruptcy petition founded 
on the assignment, and his decision was accord- 
ingly upheld. 


—_— 
—_——— 


SOCIETY’S ANNUAL MEETING. 


Tuts month we publish the proceedings of the 
Fifty-first Annual Meeting of the Society of 
Incorporated Accountants and Auditors, to- 
gether with the report of the Council and the 
accounts for the year 1935. The Society’s mem- 
bership has now reached a total of 6,664, consist- 
ing of 1,481 Fellows, 5,180 Associates, and three 
Honorary Members. These figures represent an 
increase on the preceding year of 280. Death 
has again been busy in the Society’s ranks, 64 
members having passed away during the year, 
including Sir James Martin, to whom reference 
is made later, and Mr. David Hill Jack, of Glas- 
gow, who was a member of the Council for 
several years, and President of the Scottish 
Branch from 1904 to 1931. Since the close of 
the year 1935 two more members of the Council 
have died, namely, Mr. Alan Standing, of Liver- 
pool, and Mr. William Henry Payne, of London. 


The examinations of the Society continue to 
be well maintained, 2,009 candidates having 
presented themselves during the twelve months. 
Of these, 973 were successful and 1,086 failed. 
The proportion of failures, namely, about 52 
per cent., indicates the high standard of ability 
which the Society demands of new entrants. 
The percentages of failures in the different 
examinations were 55 per cent. in the Final, 
52 per cent. in the Intermediate, and 39 per cent. 
in the Preliminary, which compares with an 
average for the last three years of 54 per cent. 
in the Final, 52 per cent. in the Intermediate, 
and 45 per cent. in the Preliminary. From this 
it is evident that the task of the examination 
candidates in the Intermediate and Final exam- 
inations especially, does not become any easier 
as the years go by. One reason for this probably 
is that taxation questions tend to become more 
intricate with the accumulation of legal decisions 
and amending Acts. Perhaps by another year 
the codification of Income Tax Law will simplify 
matters somewhat. 


The accounts of the Society show a healthy 
position. The debentures have been reduced by 
£8,000, the amount drawn for redemption at the 
end of the year. The issue, which was originally 
£70,000, is thereby reduced to £50,000. It was 
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obviously good policy to save debenture interest 
at the rate of 5 per cent. in place of holding 
investments returning little more than 3 per 
cent. at present market values. 


A new feature is the establishment of a Con- 
tributory Pension Scheme for the Society’s staff, 
the nucleus of which has been provided by setting 
aside a sum of £38,500 from the Accumulated 
Fund of the Society. 


The Revenue Account of the Society shows a 
surplus for the year of £1,477, after providing for 
the heavy costs incurred in connection with the 
Society’s Jubilee Celebrations in the early part 
of 1935, and making the usual contribution 
for debenture redemption. The income from 
both annual subscriptions and entrance fees 
shows an increase over the previous year, whilst 
examination fees are a few pounds less. 


Mr. R. Wilson Bartlett, in opening his Presi- 
dential Address, expressed the deep regret and 
sorrow of the Society at the loss sustained by 
the nation and Empire through the death of His 
Majesty King George V. He also voiced the 
Society’s devotion and loyalty to His Majesty 
King Edward VIII in the onerous task which 
has fallen to him at a particularly difficult time. 


Coming to the Society’s own affairs, the 
President referred to the loss the Society had 
sustained through the death of Sir James Martin, 
who was one of its founders and was largely 
responsible for its development, both at home 
and overseas. He also mentioned the scholarships 
which have been established in memory of Sir 
James in the form of Exhibitions to articled 
clerks who show exceptional merit in the Inter- 
mediate examination, and announced that the 
Memorial Fund, contributed by the members of 
the Society, had now been closed and had reached 
a total of over £3,500. This sum, he explained, 
would be handed over to the Benevolent Fund, 
and permanently earmarked as “ The Sir James 
Martin Memorial Fund.” 


Passing to matters of a more general character, 
the President mentioned the subject of Educa- 
tional Trusts in regard to which he considered 
there was nothing to be said for trusts where 
parents could revoke the obligation at any time, 
but an irrevocable trust made by the parent 
during the joint life of himself and his child he 
regarded as being in an entirely different position. 
There was little difference, he thought, from the 
point of view of Income Tax, between an ir- 
revocable undertaking to pay an annuity and the 
settlement of a lump sum, except that the annuity 
principle was open to persons of moderate means, 
whereas the settlement of a capital sum was 


probably out of the question so far as they were 
concerned. 

Referring to the Bill for the Codification of 
Income Tax law, Mr. Bartlett stated that the 
Council had appointed a sub-Committee to consider 
recommendations to be placed before the Chan- 
cellor of the Exchequer in response to his request 
for the views of important representative bodies 
on the proposals contained in the Bill. In con- 
nection with the services rendered by accountants 
in relation to Income Tax matters, Mr. Bartlett 
mentioned the hardship under which professional 
accountants suffered through so-called Income 
Tax “experts ”’ and agencies who indulged in 
press publicity and more blatant forms of adver- 
tising by circulars, and pointed out that these 
individuals and agencies did not conform to any 
standard of qualification, nor were they subject 
to any disciplinary control, such as applied to 
qualified accountants. He also drew attention to a 
resolution passed by the Council in relation to the 
basis of accountants’ charges for Income Tax 
work, which expressed the opinion of the Council 
as to the undesirability of undertaking work in 
revenue cases on a percentage basis, and indicated 
that any arrangement of this character would be 
regarded by the Council as discreditable conduct. 


Regarding Fixed Trusts, Mr. Bartlett was of 
opinion that legislation and _ publicity were 
necessary to protect the investor and to provide 
the information to which he was entitled. He 
did not desire to condemn this particular type 
of investment, but considered that the investor 
paid a fairly high price for the opportunity of 
spreading his risk. In his view some kind of 
registration of Fixed Trusts was necessary, with 
provision for the filing of particulars similar to 
those required in the case of public companies. 
After careful research by a sub-Committee, the 
views of the Council in relation to this matter 
had, he said, been submitted to the Departmental 
Committee by Mr. Henry Morgan. 


Speaking of professional education, the Presi- 
dent said the Council had decided to constitute 
a panel of lecturers upon whose services the 
District Societies would be able to draw in con- 
sultation with the Society’s Head Office. It had 
also been arranged for another Incorporated 
Accountants’ Course to be given at Caius College. 
Cambridge, in July of this year—a Course similar 
to that which took place in 1984—and he appealed 
to practising members to give facilities to members 
of their staffs who might wish to avail themselves 
of this opportunity. 

The discussion which followed was largely of a 
congratulatory character, and the Report and 
Accounts were unanimously adopted. 
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DEVELOPMENTS IN REGARD 
TO FIXED TRUSTS. 


(CONTRIBUTED.) 


Ir is undoubtedly to the credit of the managers 
of existing fixed trusts that there should have 
been taken, within the last few months, such 
energetic steps to enforce amongst themselves 
the reforms indicated as desirable in the January 
Report of the Stock Exchange Sub-Committee. 
It is also to their advantage. This point stands 
out clearly, for only as public confidence in 
Fixed Trust investing is maintained can their 
services continue in demand. In other words, in 
forming, first, the Association of Fixed Trust 
Managers, and, last month, that of Fixed and 
Flexible Trust Managers, the chief aim of 
the members was that most human of. all, 
namely, self-preservation. That those who have 
succeeded in selling sub-units to the value of 
£50,000,000 in five years should be willing to 
take steps to preserve their market is not only 
natural, however—it is also sound business. 
Nor does this frank recognition of the self- 
interest underlying the new Association detract 
from its value so far as it goes, to the investing 
public. As those who have been most critical 


in the past will readily admit, the Stock Exchange 
Report contained many suggestions of undoubted 


worth. To find, then, that the “ Rules of 
Management to be observed by members” of 
the new Association incorporates a large number 
of them, in some cases in the precise form of the 
earlier Report, is a matter for satisfaction. That 
no less than 52 out of 63 existing trusts were 
associated with the scheme at the outset is 
equally so. It confirms the confidence which 
has been felt in the integrity of the managers thus 
far in the market. On reading the Constitution 
of the Association, one is struck also by the 
determination therein indicated that the effort 
thus made to place the management of fixed trusts 
upon a sound basis shall be fully effective. The 
newly formed code is to be administered by a 
president, chairman, deputy chairman and a 
council of not more than nine representatives of 
the members, and in many ways the powers given 
are autocratic. Thus, it needs but a resolution 
of the council to dismiss a member who fails to 
adhere to the rules or to pay his annual subscrip- 
tion. The same procedure suffices to dismiss 
one who becomes bankrupt, or to terminate the 
membership of a limited company affected by 
Wwinding-up, or unapproved amalgamation or 
reconstruction. Failure to comply with the 
trust deed is also a sufficient basis for such a 
resolution, while the president is made almost a 


dictator by his power to fix “ any further sum, 
based upon the sale value of the units sold,” with 
which “ from time to time” members may be 
levied. Clearly, membership is to be no nominal 
affair. 

Neither the establishment of this code, nor the 
determination to enforce it, however, removes 
all disquiet to which the development of the 
fixed trust system has given rise. In the first 
place, it does not adequately protect the public 
from that most feared of all contingencies— 
the arrival of the bucket-shop manager. His 
only disadvantage remains that of exclusion from 
the roll of the official trade union. Admittedly 
no more severe penalty can be prescribed by 2 
voluntary association, but unless and until 
the public can be informed upon the point, it 
is very doubtful whether the significance of 
exclusion will be recognised. Especially is this 
so when the type of investor most attracted by 
fixed trust sub-units is considered. The aims of 
the Association will need very wide publicity 
before the investor appreciates the difference 
between those trusts which can use the pre- 
scribed words indicative of membership and those 
which cannot. The position is even more com- 
plicated by the voluntary abstention from 
membership of eleven first-class trusts already 
established. To the small man a fixed trust is. 
apt to be a fixed trust just as a bank is a bank,. 
and the dangers of the latter position have been 
amply proved in the past. In this respect, in 
particular, the new code is no substitute for 
legislation. It remains a stop gap designed to 
maintain the confidence of the public. 

One is led to criticism, also, by certain varia- 
tions from the rules laid down in the Stock 
Exchange Report. Thus there is no provision 
for the furnishing to the council, in lieu of the 
Share and Loan Department of the Stock 
Exchange, of a statement showing how, on any 
selected date, the prices of sub-units compare 
with those current on the Stock Exchange for 
the underlying securities. Admittedly members. 
are bound by certain rules regarding the con- 
struction of such prices, but the opportunity for 
an independent check would unfortunately seem 
to have been lost, especially in view of certain 
alleged discrepancies in the past. Again, it is: 
regrettable that there is no provision for the 
maintenance of a register of all changes of 
ownership of sub-units and its inspection by 
holders. In the same way, the rules fall short 
of the Report in that, while they require members 
to refund any excess in the price charged to the 
purchaser, they give him no power to demand a 
statement showing how his price was fixed. 
Surely, too, it had been better to include a specific 
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denial of responsibility on the part of-the trustee 
for the repurchase of sub-units. To establish a 
reserve available for this in the hands of managers 
is good, but so much js made of the standing of 
the trustee that his position should be defined 
with the utmost clarity. Why, too, should the 
period within which; after the fixed half-yearly 
date, the accounts are to be made up be extended 
from 14 days to one month, and why is it necessary 
that the managers should approve the accountants 
appointed to examine those accounts? The 
trustee, as the representative of the shareholders, 
should have unfettered choice in regard to 
auditors. Again, merely to issue a new state- 
ment seems insufficient to ensure that holders of 
sub-units are made aware of changes in the 
underlying securities. 

The compulsory | deposit | of £20,000 to ensure 
the continued performance of managerial duties 
is certainly a favourable development, but there 
remains the vexed: question of the unpublished 
balance sheets.of managing companies. Nor are 
the details of management expenses during the 
currency of the. tryst given sufficient publicity 
in this respect. to. satisfy those familiar with 
company law. A,voluntary concession on each 
of these points would, it is suggested, have done 
more to allay public doubts than any number of 
management rules. .. Equally, one may question 
the wisdom of two-provisigns regarding circulars, 
the contents of which, since they are the equiva- 
lent of the company prospectus, so closely interest 
the professional. accountant. A lengthy rule is 
prescribed upon the. subject, but it is inapplicable 
to circulars issued.to existing certificate holders, 
and any person who has already received a booklet 
or circular containing the specified information. 
Such persons may and. may not recall the neces- 
sary facts ; existing holders may never have had 
them. There should be no room for doubt in so 
vital a matter. Again, it is prescribed that where 
a circular is issued without the essential facts, 
it shall contain a.statement that no application 
will be considered unless it is made upon the 
basis of a booklet. to be obtained from the 
managers upon demand. No such duty as that 
of applying for details acknowledged to be so 
important should be left to the purchaser. The 
system provides a perfect loophole for the less 
scrupulous manager. . 

Good as is any ,effort to reduce the dangers 
inherent in the Fixed Trust movement, there is 
little doubt that the verdict of the accountancy 
profession upon this latest move will be one 
suggestive of inadequacy. 


‘Mr. H. J. Trist, F.S.A.A., has been appointed President 
of the Commonwealth Tnstitute of Accountants for _ 
which is the Jubilge year of that body. 


INCORPORATED ACCOUNTANTS’ 
COURSE AT CAMBRIDGE. 


The following are the arrangements for the Incor- 
porated Accountants’ Course at Gonville and Caius 


‘College, Cambridge, on Wednesday, July Ist, to 


Sunday, July 5th next. The lectures will be followe« 


by discussions. 

Members attending the Course will reside in College, 
except women members, for a limited number of 
whom permission has kindly been given for residence 
at Newnham College. All meals will be taken in 
Caius College Hall. 


WEDNESDAY, JULY IsT. 

4—7.30 p.m. Registration on arrival in College. 
7.30—8.30 p.m. Supper. 

8.80—8.45 p.m. Informal Reception of members by 
the President. 

Opening Meeting. It is hoped that 
the Deputy Vice-Chancellor: of the 
University will be present to welcome 
the members. Response by Mr. R. 
Witson Bartiett, J.P., F.S.A.A., 
President of the Society of Incor- 
porated Accountants. _ 


9 p.m. 


THURSDAY, JULY 2ND. 

8.15—8.45 a.m. Breakfast. 

9.15 a.m. ** Fixed Trusts.” Lecture by Mr. E. 
CASSLETON Exuiort, F.S.A.A., Past- 
President. 

** Insolvency.” Lecture by Mr. 
CHARLES M. Doxsy, F.S.A.A. 

Lunch. 

Tennis at Caius College Old Sports 
Ground, Newnham. 

Golf at the Gog Magog Course. 
Swimming. 

Informal visits to Colleges. 

Dinner. 


11.15 a.m. 


1 p.m. 
2.15 p.m. 
onwards. 


7.30 p.m. 


Fripay, JULY 3RD . 
8.15—8.45 a.m. Breakfast. 


9.15 a.m. “Preparing Accounts from Incom- 
plete Records.” Lecture by Mr. W. 
J. Back, A.S.A.A. 

11.15 a.m. ** Costing in Relation to Contracts on 
a Percentage Basis.” Lecture by 
Mr. W. H. STALKER, A.S.A.A. 

1 p.m. Lunch. 

2.15 p.m. Tennis at Caius College Old Sports 

onwards. Ground, Newnham. 

Golf at the Gog Magog Course. 
Swimming. 
Informal visits to Colleges. 

7.30 p.m. Dinner ; Guest Night. 


SATURDAY, JULY 4TH. 

8.15—8.45 a.m. Breakfast. 

9.15 a.m. ‘** Some Practical Aspects of Income 
Tax (Section 34, Residence, Rules 
19 and 21), and the Codification 
Committee’s Proposals thereon.” 
Lecture by Mr.-A. Goran, 6 LL. m. 


Inspector of Taxes. . 
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11.15 a.m. ** Public Speaking.” Lecture by Mr. 
Ricuarp A. Witty, F.S.A.A. 


1.15 p.m. Lunch. 
2.15 p.m. Tennis at Caius College Old Sports 
onwards. Ground, Newnham. 
Golf at the Gog Magog Course. 
Cricket Match. 


Swimming. 

Informal visits to Colleges. 
7.30 p.m. Dinner. 
8.30 p.m. Final meeting. 


SUNDAY, JULY 5TH. 

8.30—9 a.m. Breakfast. 

10 a.m. Service in the Chapel of Gonville and 
Caius College. 


1 p.m. Lunch. 
———EEEEE 
THE SIR JAMES MARTIN MEMORIAL 
FUND. 


The following Certificate has been given by 
Mr. A. H, Hughes, the hon. auditor of the Sir James 
Martin Memorial Fund ;— 


I have examined the books and records relating 
to the above fund, and certify that according thereto 
the receipts in respect of donations to May 28th, 
1936, amounted to £3546 16s. 9d. 

I have verified the bank balances amounting to 
£3546 16s. 9d. at this date. 

Artuur H. HuGues. 
Hon. Auditor. 


The President of the Society and the Hon. 
Treasurer of the Fund desire to express their cordial 
thanks to all who have contributed. The sum of 
£3,546 16s. 9d. will be handed to the Trustees of the 
Incorporated Accountants’ Benevolent Fund to be 
invested by them. The income will be applied to 
the purposes to which the Benevolent Fund is 
devoted and the amount will be permanently ear- 
marked in the accounts as The Sir James Martin 
Memorial Fund. 


~— 3 


@bituarp. 


CECIL GREENSMITH. 
We regret to record the death on April 15th of Mr. 


Cecil Greensmith, F.S.A.A., of Messrs. Lescher, Stephens 


and Co., 6, Clement’s Lane, London, E.C.4. Mr. Green- 
smith was 72 years of age, and had been associated with 
his firm for about 45 years, becoming a partner in 1921. 
He became a member of the Society of Incorporated 
Accountants and Auditors in 1898. The practice will be 
continued by the surviving partners, Mr. J. H. Stephens. 
F.C.A., and Mr. J. R. Maskell, F.S.A.A 


GEORGE ALFRED PEACE, 
We have learned with regret that Mr. George A. Peace, 


.F.S.A.A., Liverpool, died on May 8th, at the age of 56. 


Mr. Peace was admitted to membership of the Society 
in 1909, and commenced public practice in 1914. The 
practice will now be carried on by Mr. H. W. Pople, 
AS.A.A., who has been associated with Mr. Peace for 
fourteen years. 
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Society of eeeieeeints Accountants 
and Quditors. 


COUNCIL MEETINGS. 

A meeting of the Council was held on May 20th, wher 
there were present :—Mr. R. Wilson Bartlett (President) 
in the chair ; Mr. Walter Holman (Vice-President) ; Mr. 
F. J. Alban, Mr. C. Percival Barrowcliff, Mr. R.M. Branson, 
Mr. J.Paterson Brodie, Mr. W. Norman Bubb, Mr. Arthur 
Collins, Mr. D. E, Campbell, Mr. R, T. Dunlop, Mr. E. 
Cassleton Elliott, Mr. M. J, Faulks, Mr, F. Holliday, 
Sir Thomas Keens, Mr. Edmund Lund, Mr, Henry Morgan, 
Mr. C. Hewetson Nelson, Mr. James Paterson, Mr. F. A. 
Prior, Mr. Percy Toothill, Mr. Joseph Turner, Mr. A. H. 
Walkey, Mr. R. T, Warwick, Mr.‘ Richard A. Witty. 
Mr. A. A. Garrett (Secretary) and Mr. E. ‘E. Edwards 
(Parliamentary Secretary). 

Apologies for non-attendance were recéived from Mr. 
Henry J. Burgess, Mr. W. Allison Davies, Mr. William 
Paynter and Mr. Fred Woolley. 

Before proceeding to the business of the meeting, the 
President welcomed to the Council Mr. F. J. Alban, C.B.E.., 
Cardiff, Newport and London, who had recently been 
appointed to fill an occasional vacancy, and who tock his 
seat for the first time. 


DEATHs. 

The Secretary reported the deaths. of the following 
members :—Mr. Cecil Greensmith (Fellow), London; 
Mr. William Jory Hawke (Associate), London; Mr. 
Richard Jewitt (Associate), Stockton-on-Tees; Mr. 
Thomas McCulloch (Associate), Worthing; Mr. Walter 
Stuart Naylor (Associate), Shipley, Yorks; Mr. George 
Alfred Peace (Fellow), Liverpoel; Mr. Leyshon Richard 
Williams (Fellow), Cardiff. 


RESIGNATION. 
The resignation of Mr. William Alexander Parmley 
(Associate), Newecastle-upon-Tyne, was received with 


regret. 


INCORPORATED ACCOUNTANTS’ COURSE, CAMBRIDGE, 
1936. 
A report was received of the progress made with the 
arrangements for this Course to be held at Gonville and 
Caius College from July Ist to 5th, 1936. 


GoLp AND SILVER MEDALS, 1935. 

At the request of the President, Mr. C, Hewetson Nelson, 
the Chairman of the Board of Examiners, presented to 
the successful candidates the awards made by the Council 
for the examinations in 1935, as follows :— 


Gold Medal.—Mr. Albert Vincent Vincent, Wake- 
field. 

Silver Medals.—Mr. William Arthur Shapland, 
London; Mr. Eric Edward Bowley, London. 


Boarp OF TRADE COMMITTEE ON FIXED TRUSTS, 

The Council expressed its thanks to Mr. Henry Morgan 
for having submitted evidence to this Committee on behalf 
of the Society. 

At the second meeting of the Council, held after the 
Annual General Meeting, the following resolutions were 
unanimously adopted :— 


ELECTION OF PRESIDENT. 
Upon the motion of Sir Thomas Keens, seconded by 
Mr. Henry Morgan, it was resolved unanimously that 
Mr. Richard Wilson Bartlett,; Newport. (Mon,), Cardiff 
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and London, be re-elected President of the Society for 
the ensuing year. Mr. Wilson Bartlett acknowledged his 
re-election. 

ELECTION OF VICE-PRESIDENT. 

Upon the motion of Mr. R. Wilson Bartlett, seconded 
by Mr. E. Cassleton Elliott, it was resolved unanimously 
that Mr. Walter Holman, London, be re-elected Vice- 
President of the Society for the ensuing year. Mr. 
Walter Holman thanked the Council for his re-election. 


APPOINTMENT OF COMMITTEES. 

The following Committees were elected, and each 
Committee elected its Chairman and Vice-Chairman as 
indicated hereunder :— 

Disciplinary Committee (elected by ballot).—Mr. Henry 
Morgan (Chairman), the President, the Vice-President, 
Mr. Henry J. Burgess, Mr. Arthur Collins, Mr. E. Cassleton 
Elliott, Sir Thomas Keens, Mr. Percy Toothill, Mr. R. T. 
Warwick, Mr. Richard A. Witty. 

Finance and General Purposes Commitiee.—Mr. C. 
Hewetson Nelson (Chairman), Mr. E. Cassleton Elliott 
(Vice-Chairman), the President, the Vice-President, Mr. 
W. Norman Bubb, Mr. Henry J. Burgess, Mr. Arthur 
Collins, Sir Thomas Keens, Mr. Henry Morgan, Mr. 
William Paynter, Mr. R. T. Warwick, Mr. Richard A. 
Witty, Mr. Fred Woolley. 


Examination and Membership Committee.—Mr. Henry 
Morgan (Chairman), Mr. Richard A. Witty (Vice-Chair- 
man), the President, the Vice-President, Mr. A. Stuart 
Allen, Mr. R. M. Branson, Mr. J. Paterson Brodie, Mr. 
W. Norman Bubb, Mr. Henry J. Burgess, Mr. W. Allison 
Davies, Mr. E. Cassleton Elliott, Mr. M. J. Faulks, Mr. 
C. Hewetson Nelson, Mr. William Paynter, Mr. F. A. 
Prior, Mr. Perey Toothill, Mr. R. T. Warwick, Mr. F. 
Woolley. 

Parliamentary Committee.—Sir Thomas Keens (Chair- 
man), the President, the Vice-President, Mr. F. J. Alban, 
Mr. A. Stuart Allen, Mr. R. M. Branson, Mr. J. Paterson 
Brodie, Mr. Arthur Collins, Mr. E. Cassleton Elliott, 
Mr. Henry Morgan, Mr. C. Hewetson Nelson, Mr. Richard 
A. Witty. 

Articles and Bye-Laws Commitiee.—Mr. R. T. Warwick 
(Chairman), the President, the Vice-President, Mr. D. E. 
Campbell, Mr. W. Allison Davies, Mr. William Paynter, 
Mr. F. A. Prior, Mr. Percy Toothill, Mr. Joseph Turner. 

District Societies Committee.—Sir Thomas Keens (Chair- 
man), the President, the Vice-President, Mr. F. J. Alban, 
Mr. C. Percival Barrowcliff, Mr. R. M. Branson, Mr. J. 
Paterson Brodie, Mr. D. E. Campbell, Mr. W. Allison 
Davies, Mr. E. Cassleton Elliott, Mr. F. Holliday, Mr. 
Edmund Lund, Mr. William Paynter, Mr. Richard A. 
Witty, Mr. F. Woolley. 

Ezxaminers.—Sir Josiah C. Stamp, G.C.B., G.B.E., 
Se.D., LL.D., D.Se.; Mr. W. H. Coates, Ph.D., LL.B., 
B.Se.; Mr. Charles Hewetson Nelson, J.P., F.S.A.A. ; 
Mr. William Norman Bubb, F.S.A.A.; Mr. Richard 
Alfred Witty, F.S.A.A.; Mr. Walter Holman, F.S.A.A, ; 
Mr. Roland Burrows, K.C. ; Mr. Clement C. Gatley, M.A., 
D.C.L., LL.D., Barrister-at-Law ; Mr. Charles B. Milne, 
K.C. ; Mr. Denis Pringle, B.A., LL.B., Barrister-at-Law ; 
Mr. L. R. Pears, M.A., M.Sc. 


Mr. E. Furnival Jones, F.C.A., F.S.A.A., who is now 
in Jamaica as a member of the Jamaica Banana Com- 
mission, recently entertained to dinner at Kingston: the 
Chartered and Incorporated Accountants in Jamaica. 


CONFERENCE OF REPRESENTATIVES OF 
BRANCHES AND DISTRICT SOCIETIES. 


A Conference of representatives of Branches and 
District Societies with members of the Council was held 
at Incorporated Accountants’ Hall on Thursday, May 21st, 
when Mr. R. Wilson Bartlett, President of the Society, 
presided, and the following members were present :— 
Mr. F. J. Alban, Mr. C. Percy Barrowcliff, Mr. R. M. 
Branson, Mr. J. Paterson Brodie, Mr. D. E. Campbell, 
Mr. R. T. Dunlop, Mr. E. Cassleton Elliott, Mr. F. Holliday, 
Mr. Walter Holman, Mr. Edmund Lund, Mr. H. Morgan, 
Mr. James Paterson, Mr. Perey Toothill, Mr. Richard A. 
Witty, Mr. E. Baldry, Mr. W. W. Beer, Mr. O. Coope, 
Mr. A. H. Crumpton, Mr. C. M. Dolby, Mr. T. W. Dresser, 
Mr. R. Simpson Duthie, Mr. J. C. Fay, Mr. M. P. Ferney- 
hough, Mr. M. H. Groves, Mr. Alex. Hannah, Mr. D. V. 
Hayden, Mr. H. R. Horne, Mr. A. J. Ingram, Mr. W. T. 
Manning, Mr. T. O. Morgan, Mr. W. Bertram Nelson, 
Mr. W. A. Nixon, Mr. P. D. Pascho, Mr. A. E. Piggott, 
Mr. H. Piggott, Mr. J. J. Potter, Mr. G. Roby Pridie, 
Mr. A. E. Pugh, Mr. R. L. Reid, Mr. J. W. Richardson, 
Mr. Stanley Scotter, Mr. J. E. Spoors, Mr. C. L. Townend, 
Mr. S. T. Tunbridge, Mr. E. J. Waldron, Mr. Percy H. 
Walker, Mr. S. I. Wallis, Mr. J. Wareing, Mr. F. A. 
Webber, Mr. H. Dixon Williams, Mr. R. W. Woodhead, 
Mr. A. A. Garrett (Secretary) and Mr. E. E. Edwards 
(Parliamentary Secretary). 

A number of questions were discussed, including a 
system of lectures for District Societies and the question 
of amalgamations as they affect auditors. There was a 
discussion on a resolution moved by the Manchester 
District Society recommending a system of compulsory 
attendance at students’ lectures. This was supported 
by a number of representatives and a vote was taken. 
The resolution was defeated by a considerable majority. 

A resolution was adopted recommending that repre- 
sentations be made to the Chancellor of the Exchequer, 
requesting him to consider the amendment of the pro- 
visions of the Finance Act, 1920, so that allowances for 
income tax purposes in respect of children receiving full- 
time instruction at educational establishments, might be 
extended to articled clerks of professional men. 


Incorporated Accountants’ Students’ 
Society of Dublin. 


ANNUAL MEETING. 


The annual meeting of the Incorporated Accountants’ 
Students’ Society of Dublin was held on April 27th, when 
the following Officers were elected :—President: Mr. 
Mervyn Bell, A.S.A.A.; Vice-Presidents: Mr. W. A. 
Kenny, F.S.A.A., and Mr. R. A. Kidney, A.S.A.A.; 
Hon. Secretary: Mr. E. R. J. Watt; Hon. Treasurer: 
Mr. D. J. Kidney. 


bs _______.___? 
Lieut.-Colonel Robert C. L. Thomas, M.C.,_ T.D., 


‘F.S.A.A., has been appointed a Deputy Lieutenant of 


the County of Monmouth. Lieut.-Colonel Thomas is a 
partner of Messrs. Walter Hunter, Bartlett, Thomas & Co., 
Incorporated Accountants, Newport and Cardiff. He 
was until recently in command of the 1st (Rifle) Battalion 
of the Monmouthshire Regiment, Territorial Army, which 
he joined in 1913. He served as adjutant in Flanders and 
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The Society of Incorporated Accountants and Auditors. 


The 5lst annual general meeting of the Society 
of Incorporated Accountants and Auditors was 
held at Incorporated Accountants’ Hall on May 20th. 
The PRESIDENT (Mr. R. Wilson Bartlett, J.P.) occupied 
the chair, and was supported by Mr. Walter Holman 
(Vice-President) and the following members :— 

Mr. C. Hewetson Nelson, Sir Thomas Keens, Mr. Henry 
Morgan and Mr. E. Cassleton Elliott (Past Presidents) ; 
Mr. F. J. Alban, C.B.E., Mr. C. Percival Barrowcliff, 
Mr. R. M. Branson, Mr. J. Paterson Brodie, Mr. W. 
Norman Bubb, Mr. D. E. Campbell, Mr. Arthur Collins, 
Mr. R. T. Dunlop, Mr. M. J. Faulks, M.A., Mr, Frederick 
Holliday, Mr. Edmund Lund, M.B.E., Mr. James Paterson, 
Mr. F. A. Prior, Mr. Percy Toothill, Mr. Joseph Turner, 
Mr. A. H. Walkey, Mr. R. T. Warwick, and Mr. Richard A. 
Witty (Members of the Council); Mr. Samuel O. Alldridge, 
Mr. F. E, Anderson, Mr. Harold W. Batty, Mr. W. W. 
Beer, Mr. R. Bennett, Mr. Charles E. L. Bird, Mr. A. V. 
Blunt, Mr. C. W. Braddy, Mr. A. J. Carey, Mr. W. C. 
Chaffey, Mr. F. E. Clements, Mr. Oswald Coope, Mr, A. S. 
Darr, Mr. H. E. Davis, Mr. Reginald Davis, Mr. Charles M. 
Dolby, Mr. T. W. Dresser, Mr. F. Dubois, Mr. A. E. 
Forrest, Major E. S. Goulding, O.B.E., Mr. M. H. Groves, 
Mr. Alexander Hannah, Mr. Gordon Hawley, Mr. Donald 
V. Hayden, Mr. C. B. Hewitt, Mr. C. A. Holliday, Mr. 
A. V. Hussey, Mr. A. J. Ingram, Mr. John James, Mr. 
Hugh O. Johnson, Sir Stephen Killik, G.B.E., K.C.V.O., 
Mr. J. Linahan, Mr. E. Luff-Smith, Mr, M. J. McRobert, 
Mr. John J. Middleton, Mr. Douglas A. J. Monro, Mr. 
T. O. Morgan, Mr. W. Bertram Nelson, Mr. P. D. Pascho, 
Mr. W. A. Pearman, Mr. Arthur E. Piggott, Mr. Halvor 
Piggott, Mr. L. H. F. Pinhorn, Mr. G. Roby Pridie, Mr. 
Alfred E. Pugh, Mr. Sydney H. Robb, Mr. Stanley Scotter, 
Mr. John E. Spoors, Mr. Owen Stallwood, Mr. W. G. 
Stephens, Mr. William Strachan, Lieut.-Colonel R. C. L. 
Thomas, Mr. Maurice Thompson, Mr. Charles L. Townend, 
Mr. S. T. Tunbridge, Mr. A. V. Vincent, Mr. Charles 
Wakeling, Mr. Percy H. Walker, Mr. S. I. Wallis, Mr. 
John Wareing, Mr. A. E. Webster, Mr. M. Widdowson, 
and Mr. Edwin Wilson: also Mr. J. R. W. Alexander, 
LL.B., Mr. Ernest E. Edwards, LL.B. (Parliamentary 
Secretary), and Mr. A. A. Garrett, M.B.E. (Secretary). 

The Secretary read the notice convening the 
meeting. 

The minutes of the last Annual Meeting and the 
report of the auditors on the accounts were taken 
as read. 


President’s Address. 

The Presipent said: I have pleasure in moving 
the adoption of the fifty-first annual report and 
accounts. 

Last year we participated in the celebrations of 
the Silver Jubilee of King George V. To-day I 
mast voice the deep regret and sorrow of the Society 
at the loss sustained by the nation and the Empire 
through His Majesty’s death. But with our sorrow 
is mingled thankfulness for the noble life of a great 
king—long spared to us—and for his sympathetic 
spirit towards all his people. 


5ist ANNUAL GENERAL MEETING. 


To His Majesty King Edward VIII we give our 
devotion and loyalty in the onerous task which has 
fallen to him at a peculiarly difficult time. His deep 
understanding of all that affects the life of every class 
of his people and his wide knowledge of other nations 
stimulate unswerving loyalty to the Throne and unity 
in the nation. 

In August last our friend, Sir James Martin, died’ 
while he was away on holiday. His death was a 
great bereavement to those who were privileged to 
be his immediate colleagues. Sir James was one 
of the founders of the Society in 1885. He held the 
office of Secretary until 1919 and was President in 
1922 and 1935. His remarkable powers of concentra- 
tion, his judgment and character, were fully devoted 
to the Society, and by his lovable personality he 
endeared himself to Incorporated Accountants. In 
the early days of the Society the accountancy pro- 
fession was in its infancy: to Sir James fell a large 
share in its development, and the work of establishing 
the designation “Incorporated Accountant” in 
public esteem. 

I am pleased to say that more recent developments: 
of the Society’s policy, notably in regard to Incor- 
porated Accountants’ Hall and the District Societies, 
received the full approbation of his mature judgment 
and experience. To Sir James the Society owes the 
establishment of its overseas Branches, and it gave 
him much happiness to visit his professional brethren 
in South Africa in 1894 and 1927, when he was 
warmly received. 

I speak for my colleagues and for all the members 
of the Society when I say that the heritage which 
Sir James has left us, and the memory of his friend- 
ship, will ever be cherished. 


Str JAMES MartTIn EXuIBITIONS AND MEMORIAL 
Funp. 

Shortly before his death Sir James had suggested 
that the Society should establish some scholarships- 
The Council therefore decided to adopt the idea as a 
permanent memorial to him, and has founded two 
Sir James Martin Memorial Exhibitions, which will 
be awarded to Articled Clerks who show exceptional 
merit in the Intermediate examination—one each 
half year. Candidates whose examination papers 
disclose a prima facie qualification for the exhibitions 
will be interviewed by the Board of Examiners, who 
will make recommendations for the awards. These 
exhibitions will be provided from the revenue of the 
Society. 

It was also felt that the members of the Society 
would desire to make an individual effort, and the 
Sir James Martin Memorial Fund was opened in 
December, 1935, and closed last week. I am pleased 
to report that a sum of over £3,500 has been con- 
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tributed. This sum will be handed to the Trustees 
of the Benevolent Fund and invested by them, and 
the investment will be permanently earmarked as 
the Sir James Martin Memorial Fund. I hope that 
the raising of this fund will stimulate wider interest 
among members in the useful and beneficent work 
of the Incorporated Accountants’ Benevolent Fund, 
which is described each year in the report of the 
Trustees. I desire to express the thanks of the 
Council to all who have contributed to the Sir James 
Martin Memorial Fund, and I should like to mention 
especially the contributions made by groups of 
students in different parts of the country. 

I have also to refer to the regretted death of 
Mr. David Hill Jack, Glasgow, who previously was 
a member of the Council, and President of the Scottish 
Branch. More recently we have heard of the death 
of two valued colleagues—Mr. Alan Standing, who 
was widely esteemed in the profession in Liverpool, 
and Mr. William Henry Payne, who during the whole 
of his professional. career had interested himself in 
the Society’s activities. I would also mention the 
name of Sir James Alexander Cooper, K.B.E., who 
‘at one time practised in Dublin and in more recent 
years represented the Bank of England on the boards 
of a number of companies. 


“ EpucaTionaL Trusts. 

I duit like to say a word upon the subject of 
educational trusts, which were discussed by the 
Chancellor of the Exchequer in his Budget speech. 
I think there is nothing to be said for trusts where 
the parent could revoke the obligation at any time. 
In the case, however, of an irrevocable trust made 
by a parent during the joint life of himself and his 
child, I consider the position is entirely different. 
In this case a bona fide irrevocable arrangement 
has been made under an instrument upon which the 
child could sue. Such a trust discloses a bona fide 
intention of a parent to alienate annually a definite 
portion of his income for the highest purpose upon 
which he can spend money, namely, the education 
and maintenance of his child. That is not merely 
in the interests of the parent and the child, but of 
the State itself, especially when it is considered that 
a large amount of education is now provided by the 
State—although I should be the last to take a critical 
attitude in that regard. 

If a parent settles for life a capital upon his child, 
then the income enjoyed by the child is not the income 
of the parent for the purpose of income tax and surtax. 
There is little difference from the point of view of 
income tax between an irrevocable undertaking to 
pay an annuity and the settlement of a lump sum. 
In both cases it seems reasonable that the parent 
should be relieved of income tax in respect of the 
income. Moreover, the payment of an annuity 
under the circumstances I have indicated is open 
to those of moderate means, whereas the settlement 
of a capital sum is probably out of the question. 
I am therefore pleased to learn that the Financial 
Secretary to the Treasury has met a number of 
Members of Parliament and has assured them there 
will be no differential treatment in regard to irrevoc- 


able trusts whether by way of lump sums or annuities 
if made prior to April 22nd, 1936. 
Income Tax CopiIFicaTION AND INCOME Tax 
PRACTICE. 

My late predecessor referred in his speech last year 
to the onerous work performed by the Committe: 
appointed in 1927 by the Chancellor of the Exchequer 
to examine the important question of codifieation of 
income tax law. This Committee has now reported. 
Accountancy practitioners know that a system of 
taxation, if it is to be fair to the taxpayer, and 
revenue producing to the country, must be com- 
plicated and technical under the most favourable 
circumstances. At the present time income tax is 
mainly administered under the Income Tax 
Act of 1918, but according to the Committee the law 
is to be found in no fewer than nineteen different 
Acts of Parliament, in addition to numerous Judg- 
ments of the Courts. The accountancy profession is 
an integral part in the administration of the income 
tax system of this country, and we should welcome 
any simplification of our labour and any clarification 
of the law with which it is the duty of taxpayers to 
comply. 

The Chancellor of the Exchequer was good enough 
to state that he would be glad to have the views of 
important representative bodies on the proposals of 
the Committee, and the Council has appointed a 
special committee of its members to consider the 
recommendations in detail. 

While on the subject of income tax, I should like 
to make a statement on the services which the tax- 
payer, whether his income be small or large, may 
retain in dealing with his income tax. In these 
circumstances it is not unfair to refer to the services 
available to the public from Incorporated Accountants 
in public practice. I am minded to do this because. 
while the law does not confer a monopoly of income 
tax practice upon any class of persons, income tax 
work is a large and important part of the practice 
of accountants. This business is obtained and 
carried out for clients in a proper professional manner. 
On the other hand there is a good deal of advertising 
in the press and elsewhere on the part of income tax 
“experts” and agencies, drawing the attention of 
the public to the services which they offer. In 
addition there are certain blatant forms of advertising 
by circulars which come into the hands of the public 
and sometimes, I regret to say, into the hands of 
clients of accountants. This practice is to be strongly 
deprecated. Those who advertise do not conform 
to any standard of qualification, nor are they subject 
to any disciplinary control. 

I am glad to see that the Chancellor of the 
Exchequer in his Budget speech drew attention to 
objectionable forms of advertising by certain income 
tax agencies, and to equally objectionable personal 
canvassing among taxpayers in regard to schemes 
for the legal avoidance of tax, which are now to be 
proscribed by law. 

Advertising for any kind of income tax business. 
in my view, is most undesirable. Common experience 
in this country has shown that personal services are 
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best given by professional men who, under the strict 
disciplinary control of their own organisations, are 
not permitted to advertise, nor to accept payment 
based upon results. 

PROFESSIONAL PRACTICE, 

The Council has not at any time drawn up a code 
of rules in relation to the conduct of practice and 
professional conduct generally, although I understand 
that some excellent codes have been drawn up by 
bodies of accountants in other countries. The 
Society has been content with the assurance that 
members will conform to the recognised standard of 
conduct, which may be regarded as a part of the 
fruits of professional training and experience ; but 
any serious lapses are dealt with by the Disciplinary 
Committee. The past history of the Society has 
justified this policy, for I am pleased to say that the 
eases in which the Disciplinary Committee has been 
called upon to consider complaints of professional 
misconduct have been very few. But specific 
questions do arise from time to time on which it may 
be desirable for the Council to give a considered 
opinion. In a few instances it has done so in the past. 
During the past year the Institute of Chartered 
Accountants drew the attention of the Society to a 
resolution which had been adopted by its Council. 
Upon consideration, the Council of the Society felt 
it proper to adopt a similar resolution, which is in 
the following form :—- 

“That, in the opinion of the Council, it is 
highly undesirable that in revenue cases, members 
of the Society should undertake work on the 
basis either that they should be remunerated by 
a percentage on the amount recovered or that 
they should receive no remuneration if no 
recovery results. Should such a case be brought 
to the knowledge of the Council it will be liable 
to be regarded as discreditable conduct.” 


The Council has also adopted a resolution that no 
objection will be taken to members holding appoint- 
ments in connection with building societies provided 
they avoid any suggestion of advertising their 
qualifications for accountancy work. 


Fixep Trusts. 

The last fifteen years have seen an almost un- 
paralleled increase in investments by all classes of 
the community. It is fair to attribute the present 
sound finaneial position of the country—to a large 
extent—to the widespread habit of saving and thrift. 
As this movement extends, new forms of investment 
are bound to appear, and practice and legislation 
must be adapted accordingly. 

Notoriously the investor cannot always protect 
himself; he is not always wise, and his experience 
frequently does not permit him to be sufficiently 
discriminating. This is not to condemn investment 
or to be critical of those who are largely responsible 
for providing the channels of investment. Never- 
theless, experience has shown that legislation and 
publicity are necessary to protect the investor, and 
to provide for him proper information if he is disposed 
to use it. 


Some four years ago the Society expressed its view 
that amendments were necessary in company legisla- 
tion, so far as accounts and audit were concerned. 
I do not now propose to refer again to that subject. 
More recently the attention of the investing public 
has been extensively drawn to the facilities offered 
by what are known as fixed or flexible trusts. The 
basic idea is to enable small investors to spread the 
risk of investment by the purchase of sub-units, or 
parts of a unit, which comprise a stated selection 
of investments. The idea is undoubtedly attractive, 
and its possibilities have been fostered by skilful 
publicity, which has enabled the facilities offered to 
be easily placed before prospective investors. The 
trustees who have held the investments are well 
known banks and insurance companies, but they have 
no responsibility whatever for the management of 
the trusts. This responsibility rests with a managing 
company, which is invariably a private company 
controlled by a few individuals. It would be quite 
wrong to condemn this type of investment, but 
investigation shows that the investor pays a fairly 
high price for the opportunity of spreading his risk. 
Parliament has found it necessary to subject companies, 
savings banks, building societies, friendly societies 
and other forms of investment to specific legislation 
and control, but no such control at present exists in 
relation to fixed trusts, and legislation has become 
urgently necessary. 

It is not possible for me to go into this question at 
any length, but in our view some kind of registration 
of fixed trusts is vital, and particulars should be filed 
similar to those required in the case of public com- 
panies. Information in regard to the operations 
and profits of the managing companies should be 
made available to holders of fixed trust sub-units. 
Registration and publicity are most valuable as 
controls, as they enable experts to obtain information 
if they wish todo so. Restraint is thus automatically 
imposed upon too eager promoters, without undue 
interference in the legitimate sphere of investment. 

It is satisfactory that the Board of Trade has set 
up a Departmental Committee to inquire into 
this matter. After extensive and careful research 
by a sub-committee appointed by the Council 
Mr. Henry Morgan was good enough to submit the 
views of the Council to the Departmental Committee. 
and I would express the thanks of the Society for 
his labours in that direction. 


PROSPECTS IN THE ACCOUNTANCY PROFESSION, 

During the depression we heard a great deal about 
overcrowding and unemployment in the professions. 
Even more recently the President of the Incorporated 
Association of Headmasters stated that too many 
premium pupils were being taken in certain pro- 
fessions, resulting in some difficulty in finding 
employment after the articles had been completed. 
I have looked into the question with some care so 
far as it affects the Society. As is well known, the 
number of articled clerks that any member may 
retain at one time is strictly limited. It is perhaps 
less well known that the number of candidates 
actually serving articles is far short of what it might 
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be if all Incorporated Accountants in practice 
retained as many as the regulations allow. These 
facts and such information as is available in other 
lirections lead me to believe that the amount of 
unemployment among Incorporated Accountants 
is comparatively negligible, although some of the 
younger members are justifiably anxious to improve 
their positions and prospects. I am satisfied that 
no candidate of good character and education need 
be deterred from entering into articles by the fear 
that after qualifying as an Incorporated Accountant 
he will not have as good a chance and as promising 
prospects as in many alternative callings. I would 
go further, and say that the best service that any 
Incorporated Accountant in practice can render to 
the Society and to the profession is to retain articled 
clerks as opportunity offers, and within the limits 
of the facilities which his office affords for their 
training. There is, however, one necessary qualifica- 
tion: he must be satisfied in every case that the 
candidate is personally and educationally fitted to 
profit by the training he will receive, and in due 
course to bear, and do honour to, the designation 
Incorporated Accountant. 


PROFESSIONAL EDUCATION. 

I have to express the thanks of the Council to the 
Branches and _ District Societies and Students’ 
Societies for their valuable and sustained work. In 
order to enlarge their opportunities the Council has 
decided to constitute a panel of lecturers upon whose 
services the District Societies may draw in con- 
sultation with the Society’s head office. This will 
enable instruction of a more systematic character 
to be afforded to students throughout the country. 
It is in this direction that the Council feel they can 
best supplement the Society’s examination policy 
and assist those who are qualifying for the Society’s 
diploma. 

Attention has also been given to the needs of the 
younger members of the Society. The excellent 
short Course given at Gonville and Caius College, 
Cambridge, in 1934, was a most successful experiment, 
and afforded many advantages to those who were 
present. By the kindness of the Master and Fellows 
of the College a similar Course is to be given in July 
of this year. The programme has been issued, and 
I would thank those who have so gladly co-operated 
in undertaking to give lectures. I know that this 
Course, which we now hope to hold in alternate years, 
will meet with the cordial support of principals, who 
will be good enough to give facilities to members of 
their staffs who wish to be present. 


Tue Socrety’s Starr. 

I am sure the members will be glad to know that 
“the Council have established a contributory Pension 
Fund for the Society’s staff, and from the accounts 
it will be noted that a sum of £3,500 has been set 
aside to form the nucleus of the fund. Our thanks 
are due to the members of the special sub-committee 
who devoted much time and thought to working out 
the scheme. 

At the close of a happy year of office I wish to 
express my indebtedness to my Vice-President, Mr. 


Walter Holman, and my other colleagues on the 
Council for their unfailing support on all occasions, 
to the Committees of the Society in the British 
Dominions for their advice and interest, and also 
to the District Societies for their valuable assistance 
and useful activities. 

It has been my privilege to hold the office of 
President of the Society at the opening of its second 
half-century of history, and of service to the com- 
munity. The record of endeavour and achievement 
disclosed by the annual report is ample proof of the 
vitality of the Society, and that we can look forward 
to the future with confidence and hope. 

In conclusion, I desire very sincerely to thank our 
Secretary, Mr. A. A. Garrett, our Parliamentary 
Secretary and all members of the staff for their great 
assistance to me and my colleagues, and also for their 
untiring work on behalf of the Society. 


I now have pleasure in proposing that the report 
of the Council and the accounts for the year 1935 
be received and adopted, and I will ask Mr. Walter 
Holman to second. 

Mr. WALTER HOLMAN (Vice-President) formally 
seconded the resolution. 


Discussion. 

Sir SrerpHeN Kirin, G.B.E., K.C.V.O., said he would 
like, with the President’s permission, to say one or two 
words, not in any spirit of criticism, because the accounts 
placed before them and the President’s statement made 
it very difficult to pick a hole in anything. It was satis- 
factory to his mind to see that although the proportion 
of passes in the examinations was lower, the number 
of those presenting themselves continued to increase ; 
that was to say, instead of, or possibly on account of. 
the increasing difficulty of the examinations, more candi- 
dates were anxious to obtain the diploma of the Society 
and the distinction of membership. He mentioned that 
fact because he had just come back from South Africa, 
where he spent some time, during which he visited all 
the great business centres and had an opportunity of 
meeting the leading members of the Society there. It 
would, he thought, interest them to have confirmation 
of what he had no doubt they all knew full well, namely, 
that the designation of Incorporated Accountant ranked 
very high, and a large proportion of the leading members 
of the accountancy profession were numbered amongst 
its members. He would like to tell them something 
of the way in which he was received, but he could not 
occupy the necessary time; he would content himself 
with saying that the members of their Society in South 
Africa were as genial and as generous and as capable as 
they were in other parts of the world, and he wished to 
take that opportunity of saying how greatly he thanked 
their South African friends for the courtesy and con- 
sideration shown to him personally. There was only 
one other matter to which he would like to allude for a 
moment, and that was the loss that had been caused 
to the Society by the death of Sir James Martin, who 
was one of his oldest friends. It was now nearly a year 
since Sir James passed from them, but no lapse of time 
would erase from their memory the recollection of the 
attractive personality of one whose life was bound up 
with the Society, to the success of which he so very 
greatly contributed. (Hear, hear.) In conclusion, Sit 
Stephen congratulated the President and members on 
the continued progress of the Society which, he said. 
went from strength to strength in its prosperous career. 
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Mr. C. B. Hewrrr (London), referring to the Course 
to be given at Cambridge in July next, said he was very 
pleased to see that Mr. Witty was to give a lecture on 
Public Speaking. It seemed to him that that was most 
valuable for accountants, and it was a part of their 
education which, to some extent, had been neglected in 
the past. His second point was this. He noticed on 
the agenda that there was to be a vote of thanks to the 
President. Looking back as he could over some 25 
years and regarding the work of the Society during that 
period, it seemed to him that they in the body of the 
Hall should propose a vote of thanks to the members 
of the Council as a whole. From year to year they had 
seen what the Council had been doing in the interests 
of members, and he thought this would be an appropriate 
moment for members to express their appreciation of 
that work. 


Mr. W. Srracuan (London) said there was just one 
matter he would like to refer to, and it related to the 
question of Educational Trusts. He had nothing to say 
in the way of criticism of what the President had stated. 
In the Finance Bill it was made quite clear that irre- 
vocable educational trusts executed before April 22nd, 
1936, were not to be affected; but irrevocable trusts 
of a similar character executed after that date were 
apparently to be placed in the same position as revocable 
trusts, with a small qualification which did not appear to 
be of much importance. It was not quite clear to him 
why that distinction between irrevocable trusts made 
before and after April 22nd should be made. The 
provisions of the Finance Bill in that connection were 
very complicated and he did not like to be too confident 
of their precise meaning. That, however, was their effect 
so far as he could see. 


Mr. H. E. Davis (London) said that four or five years 
ago, at their annual meeting, he suggested that it would 
be of great assistance, both to the Council and to mem- 
bers of the Society, if a small permanent Committee could 
be appointed to receive information from members in 
practice with regard to cases which came under their notice 
and with respect to which the Companies Act seemed to 
require amendment. He did not think that that Com- 
mittee had ever been formed, but he still hoped it would 
be formed. Certain of their past Presidents had delivered 
themselves forcefully and definitely on various matters, 
but it was obvious that every possible case did not come 
within the purview of the Council. He knew of several 
instances where something ought to be done and done 
quickly. It was a scandal, for example, that directors of 
certain public companies could do practically what they 
liked and get away with it. As regarded fixed trusts, 
their past President, Mr. Henry Morgan, had given the 
views of the Council, and no doubt he gave more than 
any individual member would have given, but they 
would have liked to have put forward suggestions which 
might have been helpful. As to the question of public 
speaking, he had suggested to the Students’ Society that 
they should adopt the Law Society’s practice—namely, 
to put all the names in a hat and, as each one was drawn, 
call upon him to address the meeting. 


Mr. A. V. Hussey (London) said they had heard a 
number of speakers that afternoon, but none of them 
represented the provinces. He hoped that some of their 
provincial members would offer a few remarks before the 
meeting closed. The main point he wished to bring 
before the meeting was that of interest in the younger 
members of the Society—a point which was suitably 
referred to in the Report. He hoped that the President 
and members of the Council who were in established 


positions would always keep in mind the masses of 
struggling young accountants, whose numbers were 
being added to considerably year by year. He had come 
across young accountants who had been denied what 
might have been considered work to which they were 
entitled and which they would have got if some older 
member had given them a helping hand. He would like 
to make brief reference to the question of public speaking, 
because, from his own experience, he knew it was only 
too true to say that the majority of Incorporated Account- 
ants found it no easy matter to stand up and address a 
gathering. He did not know why it was not made a 
compulsory subject or part of the training of Incorporated 
Accountants to be able to say something useful at the 
appropriate time. He believed there were students’ 
societies in other parts of the country that fostered the 
idea of holding such things as mock shareholders’ meetings 
and creditors’ meetings where members were given an 
opportunity of speaking. He thought it would be very 
useful if that idea could be carried out in London. On 
behalf of the younger members of the Society, he wished 
to thank the President and members of the Council very 
sincerely for all they had done for them in the past. 


Mr. D. V. Haypen (Norwich) said he would like to 
say a word with regard to advertisements by bodies 
other than those which were regulated by disciplinary 
measures. He referred particularly to the activities of 
the banks in that direction. Some time ago he had 
occasion to bring that matter to the notice of the Council 
through the Secretary. At that particular time a bank 
set up an income tax department and blatantly advertised 
it. It was quite distinct from actual banking business ; 
it was an income tax department. Representations were 
made to the bank suggesting that they were competing 
with professional accountants and that they were drawing 
the attention of their customers to the facilities they had 
to offer by inserting some notice in the pass books. Those 
representations, however, were not altogether successful, 
but he understood that the bank in question had now 
given an assurance that it was their practice to instruct 
Incorporated or Chartered Accountants to do such audits 
as might fall to be done by the income tax department 
of the bank. He had been informed, however, within 
the last ten days, that the head office of the bank had 
stipulated that any income tax work at their branches 
was to be done by their own accountants in London. 
That was grossly unfair to the provincial members of the 
Society. 


Mr. A. J. InGram (Sunderland) said he was not going 
to make a speech, but as a provincial member he wished 
to say how proud he was to visit the Society’s home for 
the first time and to meet so many professional brethren. 


Mr. Percy WALKER (Cardiff), referring to the question 
of public speaking, said he trembled to think what would 
be the position of examiners if public speaking were 
made compulsory for candidates. But he would com- 
mend to other districts what they had found to work 
very well in South Wales. There they had a Prize Essay 
scheme which was organised by the students themselves 
under which marks were given for the subject-matter of 
the paper, the delivery of the paper and the style in 
which questions were answered. Some of the students 
made very valuable contributions and very often put 
some of the seniors to shame by the eloquence with 
which they spoke. If something like that system were 
adopted, he thought it would be more helpful than 
attempting to make public speaking a subject of 
examination. He wished to congratulate the President 
on his most thoughtful address and particularly for his 


ae 
: = ——— © : . 2 Z 
hare, 
ok 
ae, 
Pe ee a 
a Ne at 8. 
— —$—$—$—$$$$————————————  ——_———__—— —$—$—$———————————— —-— = — —— : “ 
_ oo 
: 
the : 
ons, ic 
sa x 
tish ; 
“ ie 
also x 
ince : 
- of = 
ie 
ond e 
om x 
ent - 
the : 
ard 
our 
ary | 
eat | 
eir 
ort : 
35 ) 
ter : 
e 
lly . 
, ro 
; Ls ae 
Bae 
uld £ 
ae 
wo i 
: a 
nts * 
ide e 
: ie 
. pee: 
ch 
er 
e ; " 
of, 7 
di- - 
ty oe 
at oe 
5 chia 
all Be. 
of g 
It : 
on | 
ly, | 
a ae 
. ides 
TS | ; : 
° it 
. ne 
ig g 
: Pe 
lf : 
th : 
° a 
‘oO | 
d ’ 
- 
wt 
-: 
d ; 
: . os 
r bs 
bee ge 
: | a v4 * 
e ¥ : = 5 a 
) is | | a 
! a : 
r - 3 
i . 
‘: 
o : 
| oe 
cas 
ie saps 
. ia he 
, a 3 
gig 1S 


308 THE INCORPORATED ACCOUNTANTS’ JOURNAL. 


[JUNE, 1936 


recommendations on professional practice, and concluded 
by hoping he would have another very happy year of 
office. 

The PRESIDENT said that perhaps Mr. Vincent, of 
Wakefield, who had that morning received the Gold 
Medal for last year, might like to say a few words. 

Mr, A. V. VincENT (Wakefield) said he did not anticipate 
that the President would let the cat out of the bag like 
that. (Laughter.) He would merely say, with regard 
to the Sir James Martin Memorial Fund exhibitions, that 
he thought they might be open to any student who was 
sitting for the Intermediate examination. 

The PRESIDENT, replying, thanked Sir Stephen Killik 
for his interesting remarks. Other speakers had referred 
to the Cambridge Course, and he hoped that many 
members would either come themselves or allow the 
young members from their staffs to be present at 
Cambridge. With regard to the comments on _ the 
question of public speaking, he was sure they would all 
agree that it was a subject that required the earnest 
attention of all junior accountants. Mr. Hussey had 
suggested that it should be made compulsory in the 
examinations. He could only assume that Mr. Hussey 
had now finished with examinations. (Laughter.) The 
remarks of Mr. Strachan on educational trusts were in 
accordance with the facts, and if anything could be 
done to bring future irrevocable trusts into line with 
those of the past, the Council would naturally bear it 
in mind. He could assure Mr. Davis and all the members 
present that the Council were anxious to help every 
individual member of the Society. The General Purposes 
Committee were keeping the matter of company law 
amendment continually before them, and if Mr. Davis 
or any other member of the Society had any cases or 
any information which would be helpful to the Com- 
mittee, they would be pleased to receive them. With 
regard to fixed trusts and the suggestion that they might 
have obtained the help of the members in that matter, 
he would remind them that they had less than three 
weeks given to them by the Departmental Committee 
in which to tender their evidence ; so that the Special 
Committee which they set up had to get to work at once. 
and indeed to work overtime, in order to prepare the 
evidence which was tendered by Mr. Henry Morgan. 
Mr. Hussey, of London, had referred to the position of 
junior members of the Society. He might inform Mr. 
Hussey that that was a matter which was always 
receiving the sympathetic consideration of the Council, 
and he was sure that if Mr. Hussey, or any other member, 
knew of any junior member who required assistance of 
any kind, if he would approach the Secretary or any 
member of the Council he would receive that sympathy 
and assistance which he desired. Mr. Hayden, of 
Norwich, had referred to the question of advertising, and 
particularly to the case of a certain bank carrying out 
income tax work. Mr. Hayden had previously brought a 
matter of that description before the Council, and on 
that occasion they took steps which resulted in a partial 
remedy. Mr. Hayden now stated that during the last 
few days another matter had come to his notice. He 
(the President) would suggest that he should again send 
all particulars to Mr. Garrett, who would bring the matter 
before the appropriate committee. Reference had been 
made by Mr. Ingram, of Sunderland, to his first visit to 
the Society’s headquarters. He (the President) would 
like to extend a special invitation to all members wherever 
situated to visit the Society’s Hall as often as they could. 
During the past year he had had the privilege of receiving 
three parties of students from different parts of the 
country, and he was sure that if they could arrange 


more visits of the kind it would give students a greater 
interest in the Society and in that wonderful possession 
Incorporated Accountants’ Hall. He would like to 
thank his friend Mr. Percy Walker for his personal and 
collective congratulations on behalf of colleagues in 
South Wales, and also to endorse fully Mr. Walker's 
remarks on the success in that area of their Prize Essay 
scheme, particularly with regard to public speaking. 
Mr. Vincent, of Wakefield, had spoken with regard to the 
restriction placed upon the exhibitions in connection with 
the Sir James Martin Memorial Fund. The suggestion 
he had made with regard to making them open to any 
student who was sitting for the Intermediate examination 
was very carefully considered when the exhibitions 
were founded, and it was decided that they should be 
restricted to articled clerks under the age of 22 years. 
On the other hand, it was quite possible that at a later 
date they might have further exhibitions. That would 
be the time to bring forward any suggestion such as that 
made by Mr. Vincent. 


The resolution was put to ‘the meeting and carried 
unanimously. 

Mr. C. HEwetson NE son, J.P. (Liverpool), said that 
as the President’s name was included in the list of mem- 
bers of the Council coming up for re-election, he obvious! 
could not move the resolution. He therefore had pleasure. 
as the Senior Past President present, in moving :— 


** That the following members of the Council who 
retire in accordance with the provisions of Article 41 
be re-elected : London: Mr. William Norman Bubb. 
Mr. Henry Morgan, Mr. Richard Alfred Witty. 
Provinces: Mr. Richard Wilson Bartlett, J.P., Mr. 
Frederick Holliday, Sir Thomas Keens, D.L., Mr. 
Edmund Lund, M.B.E., Mr. Perey Toothill, and Mr. 
Fred Woolley, J.P.” 


Mr. E. CassLtETon Exviotr (London) formally seconded 
the resolution, and it was carried unanimously. 

The PrestpENT said he had pleasure in moving the 
next resolution on the agenda paper. Since the last 
Annual Meeting the Council received the resignations of 
Mr. Frederic Walmsley (Manchester), Mr. E. W. (C. 
Whittaker (Southampton), and Mr. Arthur E. Piggott 
(Manchester) after long years of faithful service to the 
Society. Mr. Walmsley was the senior Past President 
of the Society. He and Mr. Whittaker were origina! 
members of the Council, and Mr. Arthur Piggott joined 
the Council shortly after the formation of the Society. 
Each of them, therefore, had completed 50 years’ service 
on the Council. That was a-remarkable record, and in 
the name of the members he thanked them for their 
services, and assured them of their affection and goodwill. 
He was very glad to see that Mr. Arthur Piggott was 
with them that day, and he congratulated him on his 
restoration to health. Vacancies on the Council were also 
created through the regretted deaths of Sir James Martin 
and Mr. W. H. Payne. The Council, in accordance wit! 
the provisions of Article 48 had made appointments. 
and members were asked to elect the gentlemen so 
appointed. Mr. R. T. Warwick had been a member of 
the Council for a number of years as a provincial member. 
but as he practised both in London and West Hartlepoo! 
it. was agreed, with the consent of Mr. Warwick, that he 
should become a London member of the Council. He 
therefore resigned as a provincial member and was 
appointed as a London member. The other gentlemen 
whose names were given on the agenda had already 
rendered valuable service to the Society in one capacit) 
or another. He had much pleasure, therefore, in moving 
the resolution as follows :— 
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“That the following members appointed to fill 
occasional vacancies on the Council, in accordance 
with the provisions of Article 48, be elected members 
of the Council :—London: Mr. Major James Faulks, 
M.A., Mr. Ralph Thomas Warwick. Provinces : 
Mr. Frederick John Alban, C.B.E., Mr. Charles 
Percival Barrowcliff, Mr. Frederick Arthur Prior, Mr. 
Joseph Turner.” 

Sir Tuomas Kerens (Luton and London) formally 
seconded the resolution, which was carried unanimously. 

Mr. R. T. Warwick returned thanks on behalf of the 
newly elected members of Council, and said they would 
try to do what they could to serve the Society in the 
future as they had attempted to do in the past. 

Mr. STANLEY WA LIs then proposed the re-election of 
Mr. Arthur Henry Hughes, Incorporated Accountant, 
London, and Mr. Alexander Hannah, Incorporated 
Accountant, Liverpool, as auditors of the Society at the 
same remuneration as in previous years. 

Mr. A. E. WessTER seconded the resolution, which was 
carried unanimously. 

Mr. ALEXANDER HANNAH said he wished to thank his 
fellow members for his reappointment as one of the 
auditors, and he was also asked by Mr. Hughes to express 
his thanks and his apologies for absence on that occasion. 

VoTE oF THANKS TO THE PRESIDENT. 

Mr. Henry Morea said that at the conclusion of what 
he thought they would all agree had been a most success- 
ful Annual Meeting there was accorded to him the privilege 
of moving a vote of thanks to their President. - Although 
it was a great honour to be President of a great professional 
body such as theirs, still, as one who had passed through 
the Presidential chair, he knew well that it entailed very 
great obligations and very onerous duties. All members 
of the Society would have seen from the reports in the 
Journal how many were the activities of their President 
in attending functions and meetings throughout the 
country, but that after all was only a small part of the 
duties that fell to his lot. There were a great many 
matters which required his constant attention and 
supervision, and those fell very much more heavily upon a 
provincial President than they did upon a President who 
was located in London. There could be no doubt that 
Mr. Wilson Bartlett could look back upon the past year 
with the very greatest satisfaction. But what was of 
greater importance to them was that during the past 
year he had so worthily upheld the traditions of their great 
Society. He asked those present to join with him in a 
very hearty vote of thanks. The motion was carried 
by acc!amation. 

5ist ANNUAL REPORT 

The Council has pleasure in submitting to the members 
its 51st Annual Report and the accounts of the Society 
for the year 1935. 


Deatn or His Masesty Kine Grorce V. 

On the lamented death of His Majesty King George V 
in January, 1936, the Council submitted to His Majesty 
King Edward VIII a respectful Address of condolence 
upon the great loss sustained by the Royal Family and 
by the Nation, and the dutiful and loyal congratulations 
of members of the Society to His Majesty upon his 
Accession to the Throne. An Address of condolence 
was also submitted to Her Majesty Queen Mary. 
Gracious acknowledgments of the addresses have been 
received through the Right Hon. The Secretary of State 
for Home Affairs. 

MEMBERSHIP. 

During the year 1935, 379 new members were admitted 
to the Society, and 45 Associates were advanced to 
Fellowship, as follows :— 


New Members. 

England and Wales .. es -. 818 
Scotland oe ee és es 6 
Ireland .. oe se os .« 
India... “a ee ca ss 
South Africa .« ee ae o 
Kenya Colony .. os va oe 1 

Total . 379 


Associates Advanced to Fellowship. 


England and Wales 33 
Scotland 2 
India... 5 
South Africa 4 
Nigeria 1 
- Total .. r - 45 
The figures for the past three years are :— 
1933. 1934. 1935. 
New Members elected .. 327 329 379 


Associates elected Fellows 65 51 45 
Total Membership. 
The total number of members on December 3ist, 
1935, was 6,664, and consisted of 1,481 Fellows, 5,180 


- Associates, and three Honorary Members. Three Fellows 


held rank as Honorary members. 
The figures for the past three years are :— 
1933. 1934. 1935. 


Fellows ma .. 1,471 1,487 1,481 
Associates ie .. 4,677 4,894 5,180 
Hon. Members - 8 3 3 


6,151 6,384 6,664 
Osrruary. 

During the year 1935 notification of the deaths of 64 
members (36 Fellows and 28 Associates) was received 
with regret. 

Among the names in the obituary list are those of 
Sir James Martin, to whom reference is made in a sub- 
sequent paragraph, and Mr. David Hill Jack, Glasgow, 
who was a member of the Council for several years and 
President of the Scottish Branch from 1904 to 1931. 
Since the close of the year, the Council has received 
advice of the death of Mr. Alan Standing, Liverpool, 
who had served on the Council since 1922, and of Mr. 
William Henry Payne, London, who held the office of 
Auditor of the Society from 1915 to 1925 and was a 
member of the Council from 1925 to 1935. 

PRESIDENT AND VICE-PRESIDENT. 

After the Annual General Meeting of the Society in 
May, 1935, Mr. R. Wilson Bartlett, J.P., Newport, 
Mon., was elected President, and Mr. Walter Holman, 
London, was elected Vice-President. 

EXAMINATIONS. 

The number of candidates at the Preliminary, Inter- 
mediate and Final Examinations was 2,009, of whom 
973 passed and 1,036 failed. 

The following are the comparative figures for the past 
three years: 


Fina INTERMEDIATE PRELIMINARY 
Year 
No. of} No. of | No. off 
Candi-} Passed} Failed|| Candi-| Passed| Failed|| Candi-| Passed} Failed 
dates dates dates 


1983 || 730 | 46% | 54% || 947 | 46% | 54% 273 | 64% 46% | 

1935 || 795 | 45% | 55% || 992 | 48% | 52% || 222 | 61% | 39% 

Total || 2,319 | 1,061 | 1,258 ||2,012 |1,401 '1,511 || 734] 406 | 328 
46% 
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Prizes AND Honours CERTIFICATES. 
Prizes and Honours Certificates were awarded to the 
following candidates :— 
FinaL EXAMINATION. 
lst Certificates of Merit— 
Vincent, Albert Vincent, Cardiff (May, 1935) (Prize). 
Shapland, William Arthur, London (November, 
1935) (Prize). 
2nd Certificates of Merit— 
Bowley, Eric Edward, London (May, 1935) (Prize). 
Mackay, Harry Angus, Johannesburg (November, 
1935). 
Payne, Harold, Bournemouth (November, 1935) 
(Prize). 
3rd Certificates of Merit— 
Sigwart, George Vincent, Northampton (May, 1935) 
(Prize). 
Sinnott, Ernest, Worthing (November, 1935) (Prize). 
4th Certificates of Merit— 
Lawrie, Angus Alexander, Kenya Colony (May, 1935). 
Prince, Edwin Stanley, Derby (November, 1935). 
5th Certificates of Merit— 
Childs, Dudley, Newport, Mon. (May, 1935). 
Cundy, Francis William, Torquay (November, 1935). 
6th Certificate of Merit— 
Walters, Arthur Paul Goth, London (November, 
1935). 
INTERMEDIATE EXAMINATION. 
1st Place Certificates— 
Fendick, Douglas Rowing, London (May, 1935) 
(Prize). 
*Cremin, James Augustine, B.A., Stirling (November, 
1935). 
2nd Place Certificates— 
Stanley, Walter William, Newport, Mon. (May, 1935) 
(Prize). 
Clements, Robert William Thomas, Kingston-on- 
Thames (November, 1935) (Prize). 
3rd Place Certificates— 
Graneek, David, Liverpool (May, 1935). 
Cusk, Fred, London (November, 1935). 
4th Place Certificates— 
Follows, William Allen, Stoke-on-Trent (May, 1935). 
Levien, Joseph, Salisbury, Rhodesia (May, 1935). 
Barber, Alec Herbert, London (November, 1935). 
5th Place Certificates— 
Kelly, John Francis, Liverpool (May, 1935). 
Sykes, Stanley William, Wallasey (November, 1935). 
6th Place Certificates— 
Masters, William Frederick, London (May, 1935). 
Wagner, Carl Frederick, Manchester (November, 
1935). 
PRELIMINARY EXAMINATION. 
1st Place Certificates— 
*Behrmann, Noah, London (May, 1935). 
Methven, Thomas, Linlithgow (November, 1935). 
2nd Place Certificates— 
Edmonds, Victor Thomas, London (May, 1935) 
(Prize). 
Palmer, Herbert Henry, Hereford (November, 1935). 
8rd Place Certificate— 
Solly, Herbert Alfred, London (May, 1935). 
*Ineligible for Prize by age limit. 
GoLp AND SILVER MEDALS. 
The Gold Medal for the 1935 examinations was 
awarded to Mr. Albert Vincent Vincent, Cardiff, who 
was placed first in order of merit in the Final Examination 
‘in May, 1935. Silver Medals were awarded to Mr. Eric 


Edward Bowley, London, and Mr. William Arthur 
Shapland, London. 


HonorARY MEMBERSHIP. 

In recognition of his long services, Mr. Frederic 
Walmsley, J.P., Manchester, senior Past President, 
was elected an Honorary Member of the Society at the 
time of his retirement from the Council, on which he 
had served since the foundation of the Society. 


SitverR JuBILEE oF His Masesty Kinc Georce V. 
Upon the occasion of the Silver Jubilee of His Majesty 
King George V, the President and Council of the Society 
submitted to His Majesty a Loyal Address and the 
dutiful congratulations of Incorporated Accountants. 
A sum of 300 guineas was contributed by the Society 
to King George’s Jubilee Trust, and the contribution, 
which was confirmed by a vote of the members at the 
Annual General Meeting in May, 1935, was forwarded 
through the Right Hon. The Lord Mayor. 
Incorporated Accountants’ Hall was floodlit during 


- Jubilee Week. 


FirTiETH ANNIVERSARY CELEBRATIONS OF THE 
Society. 

The 50th Anniversary Celebrations of the Society were 
held in London on April 3rd, 4th and 5th, 1935. The 
President for the Celebrations was Sir James Martin, 
London, and the Vice-President was Mr. C. Hewetson 
Nelson, Liverpool. 

The principal function was a Dinner at Guildhall, 
London, which the Corporation of London placed at 
the Society’s disposal. A message was received from 
His Majesty King George V. Some 700 guests and 
members were present, and among the guests were the 
Lord Mayor (Sir Stephen Killik, F.S.A.A.), Sir Boyd 
Merriman, C.B.E. (President of the Probate, Divorce 
and Admiralty Division), and representatives of the 
Accountancy Profession in the British Dominions and 
of the professional, official and business life of London 
and of the Provinces. 


A Reception was given at the Mansion House by the 
Lord Mayor and the Lady Mayoress, and the President 
welcomed members of the Society at Incorporated 
Accountants’ Hall, when messages of congratulation 
were received from the Society’s Committees in the British 
Dominions and from bodies of Accountants in Great 
Britain and overseas. The Celebrations terminated 
with a Ball at the Dorchester Hotel. 


Tue Late Sir JAMES MARTIN. 

The death of Sir James Martin on August 21st, 1935, 
was a cause of deep regret to all members of the Society 
and throughout the Accountancy Profession. Sir James, 
who was one of the founders of the Society, held the 
appointment of Secretary from 1886 to 1919, and was 
President of the Society in the year 1922-23 and during 
the 50th Anniversary celebrations in 1935. The Council 
has recorded its deep sense of the loss sustained by 
Incorporated Accountants and of the imperishable 
services rendered by Sir James to the Society during 
the whole of his professional career. His character and 
personality won for him abiding affection and esteem 
throughout the Accountancy Profession. 

To commemorate the name and work of Sir James 
Martin, the Council has founded two Sir James Martin 
Memorial Exhibitions, one to be awarded each half- 
year. The purpose of the Exhibitions is to give encourage- 
ment to Articled Clerks, under 22 years of age, who 
show exceptional merit at the Intermediate examination. 

The Council also made an appeal to members for the 
purpose of establishing the Sir James Martin Memorial 
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Fund. The proceeds will be handed to the Trustees of 
the Incorporated Accountants’ Benevolent Fund to be 
earmarked as the ** Sir James Martin Memorial Fund.” 
The income therefrom will be devoted to the purposes 
of the Benevolent Fund, of which Sir James Martin was 
President at the time of his death. 


AUSTRALIA. 

The Council received an invitation to the Australasian 
Congress on Accounting in Melbourne in March, 1936. 
The invitation was accepted, and Mr. Arthur S. Baillieu, 
F.S.A.A., and Mr. G. S. Anderson, F.S.A.A., President 
and Secretary of the Victorian Division, undertook to 
represent the Society. 

Soutn AFRICA. 

The Commission appointed by His Excellency the 
Governor-General of South Africa to enquire into the 
organisation of the Accountancy Profession continued 
its sittings during 1935, and its report has recently 
been published. 

INDIA. 

As a result of representations to H.M. Government, 
made by the Society and other bodies, that part of the 
Government of India Bill which dealt with professional 
and technical qualifications was amended. The Act as 
passed provides safeguards for accountants practising 
in India against legislative restrictions upon the carrying 
on of public practice. 

BRANCHES AND DistTRict SOCIETIES. 

The Council has inaugurated a scheme for a more 
systematic arrangement of lectures to be given to the 
Branches and District Societies. A panel is being con- 
stituted, from which the Branches and District Societies 
may request the services of lecturers whose names are 
on the list. 

The Council expresses its appreciation of the pro- 
gressive work of the Branches and District Socicties. 


INSTITUTE OF MUNICIPAL TREASURERS AND 
ACCOUNTANTS. 
On the 50th Anniversary of the Institute of Municipal 
Treasurers and Accountants, the Council adopted and 
forwarded to that Institute a resolution of congratulation. 


Honours. 

In the Silver Jubilee Honours List, Sir Stephen Killik, 
F.S.A.A., was appointed by His Majesty a Knight 
Commander of the Royal Victorian Order. Sir Stephen 
also received the Order of Knight Grand Cross of the 
Order of the British Empire upon his relinquishing his 
office as Lord Mayor of London. 

Mr. R. Wilson Bartlett, President of the Society, was 
appointed a Knight of Grace of the Venerable Order of 
The Hospital of St. John of Jerusalem, and Mr. W. 
Allison Davies, a member of the Council, received the 
honour of Commander of the Order of the British Empire. 


DEBENTURES. 

A further £8,000 of the Debentures of the Society were 
drawn for redemption and were repaid on December 31st, 
1935. The amount of the Debentures outstanding on 
December 31st, 1935, was thereby reduced to £50,000. 


PENSION SCHEME FOR STAFF. 

A contributory pension scheme has been established 
for the Society’s Staff, and the Council has allocated a 
— £3,500 to be the original capital of the Pension 

DIscIPpLINARY COMMITTEE. 

Upon respective reports made by the Disciplinary 
Committee, two Associates were excluded from member- 
ship of the Society. 


COUNCIL. 

Vacancies on the Council were created by the death of 
Sir James Martin and the death of Mr. Alan Standing. 

The Council received the resignations, owing to 
advancing years, of Mr. Frederic Walmsley (Manchester), 
Mr. Arthur Edwin Piggott (Manchester), Mr. Edward 
Watts Catherington Whittaker (Southampton), and Mr. 
William Henry Payne (London). The Council expressed 
to each of these four members its high appreciation of 
the long and valued services rendered by him to the 
Society. Mr. Walmsley and Mr. Whittaker were original 
members of the Society, and Mr. Piggott had been on 
the Council since 1886. 

Under the provisions of Article 48, the Council 
appointed to occasional vacancies in London Mr. Major 
James Faulks, M.A., Fellow in public practice, and Mr. 
Ralph Thomas Warwick, who retired as a provincial 
member of the Council. The provincial vacancies were 
filled by the appointment of Mr. Joseph Turner, Fellow 
in public practice, Manchester; Mr. Frederick Arthur 
Prior, Fellow in public practice, Nottingham; Mr. 
Charles Percival Barrowcliff, Fellow in public practice, 
Middlesbrough ; and Mr. Frederick John Alban, C.B.E.. 
Fellow in public practice, Cardiff. 


Mr. Robert Thomas Dunlop, Fellow in public 
Glasgow, was elected to the Council by the members 
of the Scottish Branch, in accordance with the provisions 
of Article 40. Mr. Dunlop’s election filled the vacancy 
caused by the retirement of Mr. James Stewart Seggic. 
Edinburgh, to whom the Council has expressed its thanks 
for his services. 


The following members of the Council retire under the 
provisions of Articles 49 and 48, and, being eligible, offer 
themselves for re-election :— 

Under Article 49. 


London : Mr. William Norman Bubb. 
Mr. Henry Morgan. 
Mr. Richard Alfred Witty. 


Mr. Richard Wilson Bartlett, J.P. 
Mr. Frederick Holliday. 

Sir Thomas Keens, D.L. 

Mr. Edmund Lund, M.B.E. 

Mr. Percy Toothill. 

Mr. Fred Woolley, J.P. 


Under Article 48. 
London : . Major James Faulks, M.A. 
- Ralph Thomas Warwick. 


. Frederick John Alban, C.B.E. 
. Charles Percival Barrowcliff. 
. Frederick Arthur Prior. 

. Joseph Turner. 


AUDITORS. 
The retiring Auditors are Mr. Arthur Henry Hughes, 
London, and Mr. Alexander Hannah, Liverpool, who, 
being eligible, offer themselves for re-election. 


Provinces : 


ACCOUNTS. 
The audited Accounts of the Society for 1935 ae 
annexed to this Report. 
R. Witson Bart ett, ° 
President. 
WaLTER HoLMAn, 
Vice-President. 
ALEXANDER A. GARRETT, 
Secretary. 
Incorporated Accountants’ Hall, 
London, W.C.2: 
April 2nd, 1936. 
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REVENUE ACCOUNT FoR THE YEAR ENDED DECEMBER 31st, 1935. 


EXPENDITURE. INCOME. 
fa. & fn, @ £s. d. £ s. ad 
To Salaries and Pension Fund Contribution ... ose 6,460 16 9 | By Subscriptions ... 18,506 10 « 
», Rates... 779 3 «0 » Entrance Fees— 
», Insurances Pe 142 15 11 45 Fellows — Pe os 236 5 O 
», Housekeeper, Lighting, Telephone, &e. 833 10 3 379 Associates sam om inte 3,979 10 0 
—————-_ 1,755 9 2 —-._ 4,215 15 6 
. ,, Examination Fees. 6435 9 0 
», Travelling Expenses ... 849 17 3 & Dividends on Investments and Bank Interest nee 587 2 5 
», Stationery and womans, including a ay a a ae $97 18 0 
Year Book ... 2,377 7 6 ,» Hire of Rooms... a 4167 7 0 
» Postages and Telegrams mig 29 30117 8 ,, Contribution fens Senden and District Society Ser 
», Legal and Parliamentary Expenses .. 174 18 10 Secretarial and Office Expenses ... 500 0 0 
» Advertisements 808 1 7 ,, Contribution from Faserporated Accountants Journal 
» Subscriptions to Chambers of Commerce 8 3 0 towards Office Expenses ... 450 0 6 
,, Auditors’ Fees and Expenses — 68 5 0 
»» Miscellaneous Expenses es ion 890 6 9 
», Decorations and Repairs an ae 413 3 8 
6,059 1 3 
», Expenses of Examinations and Prizes _— ae 4,249 1 11 
,, Grants to Branches and District Societies ... aor 4,247 6 0 
,, Additions to Library . Pen ies om es 187 5 8 
», Depreciation of Parnitere, &e. sae 212 3 9 
,, Contribution to King George’s Jubile Trust “ES 315 0 0 
», Fiftieth Anniversary ... ie aoe ws 2,091 6 11 
», Debenture Interest (Gross) ... 2,900 0 0 
», Reserve for Redemption of Debentures : "Annual 
Instalment and Interest ... + 1,605 3 2 
»» Balance, being paaee of ened over Expenditure 
for the year ‘“ 1,477 2 4 Fait catia 
£31,559 16 1 1 £31,559 16 12 


BALANCE SHEET as at DecemMBER 31st, 1935. 


ASSETS. 


LiaBILITIEs. 


, »- @ 
Mortgage Debentures vee dine Pan a aaa .- 50,000 0 0 Freehold Property—Incorporated Accountants’ Hall, 
Sundry Creditors ... . ane i .. 5,358 17 7 at Cost, less amounts written off * 100,000 0 0 
Subscriptions and Fees received i in edve ance ... on eos 2,220 18 8 Furniture and Fittings at Cost, less eusunts weitten off 3.839 13 0 
Staff Pension Fund (to be separately invested) ... oss -. 4,164 1 2 Library at Cost. less amounts written off 300 0 6 
Reserve for Debenture Redemption— Investments at Cost— 
Balance from 1934 _ sis 8,891 9 2 £6,500 4 per cent. Funding Stock 1960-90 £5,878 7 6 
Annual Instalment and Interest ee 1,605 3 £3,000 34 per cent. Conversion Stock ... 2,976 5 8 
ae TR IS 6 (Market Value of Investments, De- 
Accumulated Fund— cember 31st, 1935, £10,837 10s.).... ———————__ 8,854 13 2 
Balance at December 31st, 1934 si 50,049 19 9 Gifts— 
Surplus on Sale of £6,000 adi per cent. £400 5 per cent. Society of Incorporated Accountants 
Conversion Stock... = 1,243 17 9 and Auditors Debentures __... = 400 0 0 
Surplus for 1935— Sundry Debtors and Dividends accrued dine jan 667 15 3 
General Account ‘hn oi ta 1,477 Cash at Bank and in Hand ao au ine ded 6176 9 6 ; 


Journal Account ie oe = 28 


} | 
7 
62,799 7 
Less Initial Contribution to Pension 
Fund oa ae wi tt 3,500 0 


R. WILSON BARTLETT, 
President. 
C. HEWETSON NELSON 
Chairman of Finance Committee. 
April 2nd, 1936. 


2 


£120,538 10 11 
Badin 


£120,538 10 11 


AUDITORS’ REPORT TO THE MEMBERS. 


We report to the members that we have examined the foregoing Accounts together with the books of the Society and the vouchers relating thereto, 
and have verified the Investments and Cash Balances. We have obtained all the information and explanations we have required, and in our opinion 
the Balance Sheet is properly drawn up so as to exhibit a true and correct view of the state of the Society’s affairs, according to the best of our information 
and the explanations giyen to us, and as shown by the books of the Society. 

ARTHUR H. HUGHES, } Incorporate! 


. ALEXr. HANNAH, Accountants. 


Lonpon, May 4th, 1936. Auditors. 
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FINANCE BILL. 


The following are the provisions of the Finance Bill 
relating to Income Tax and certain other financial matters : 


PART II. 


Income Tax. 

12.—{1) Income tax for the year 1936-37 shall be 
charged at the standard rate of 4s. 9d. in the pound, and, 
in the case of an individual whose total income exceeds 
:2,000, at such higher rates in respect of the excess over 
£2,000 as Parliament may hereafter determine. 

(2) All such enactments as had effect with respect to 
the income tax charged for the year 1935-36 shall have 
effect with respect to the income tax charged for the year 
1936-37. 

HicHeR Rates or INcoME Tax For 1935-36. 
13.-—Income tax for the year 1935-36 shall be charged, 
in the case of an individual whose total income exceeded 
£2,000, at the same higher rates in respect of the excess 
over £2,000 as were charged for the year 1934-35. 


PERSONAL ALLOWANCE OF MARRIED PERSONS. 

14.—Sub-sect. (1) of sect. 18 of the Finance Act, 1920 
(which, as amended by sect. 40 of the Finance Act, 1927, 
sect. 8 of the Finance (No. 2) Act, 1931, and sect. 20 of 
the Finance Act, 1935, provides for a deduction of tax on 
£170 in the case of married persons) shall have effect as 
if the words “‘one hundred and eighty pounds” were 
substituted for the words ‘one hundred and seventy 
pounds.” 

DEDUCTION IN RESPECT OF CHILDREN. 

15.—Sect. 21 of the Finance Act, 1920 (which, as 
amended by sect. 40 of the Finance Act, 1927, sect. 8 
of the Finance (No. 2) Act, 1931, and sect. 21 of the 
Finance Act, 1935, provides for a deduction of tax on £50 
in respect of each child) shall have effect as if the words 
“ sixty pounds ” were substituted for the words “ fifty 
pounds ” in sub-sects. (1) and (8) thereof. 


PROVISIONS FOR PREVENTING AVOIDANCE OF INCOME 
Tax BY TRANSACTIONS RESULTING IN THE TRANSFER OF 
INCOME TO PERSONS ABROAD. 

16.—¥For the purpose of preventing the avoiding by 
individuals ordinarily resident in the United Kingdom of 
liability to income tax by means of transfers of assets 
by virtue or in consequence whereof, either alone or in 
conjunction with associated operations, income becomes 
payable to persons resident or domiciled out of the United 
Kingdom, it is hereby enacted as follows :— 

(1) Where such an individual has by means of any 

such transfer, either alone or in conjunction with associated 
operations, acquired any rights by virtue of which he has, 
within the meaning of this section, power to enjoy, 
whether forthwith or in the future, any income of a 
person resident or domiciled out of the United Kingdom 
which, if it were income of that individual received by 
him in the United Kingdom, would be chargeable to 
income tax by deduction or otherwise, that income shall, 
whether it would or would not have been chargeable to 
income tax apart from the provisions of this section, be 
deemed to be income of that individual for all the purposes 
of the Income Tax Acts : 
_ Provided that this sub-section shall not apply if the 
individual shows to the satisfaction of the Special Com- 
missioners that the transfer and any associated operations 
were effected mainly for some purpose other than the 
purpose of avoiding liability to taxation. 

(2) For the purposes of this section an associated 
operation means, in relation to any transfer, an operation 
of any kind effected by any person in relation to any of 


the assets transferred or any assets representing, whether 
directly or indirectly, any of the assets transferred, or to 
the income arising from any such assets, or to any assets 
representing, whether directly or indirectly, the accumu- 
lations of income arising from any such assets, 

(3) An individual shall, for the purposes of this section, 
be deemed to have power to enjoy income of a person 
resident or domiciled out of the United Kingdom if— 


(a) The income is in fact so dealt with by any person 
as to be calculated, at some point of time, and 
whether in the form of income or not, to inure 
for the benefit of the individual ; or 

(b) The receipt or accrual of the income operates 
to increase the value to the individual of any 
assets held by him or for his benefit ; or 

(c) The individual receives or is entitled to receive, 
at any time, any benefit provided or to be 
provided out of that income or out of moneys 
which are or will be available for the purpose 
by reason of the effect or successive effects of 
the associated operations on that income and 
on any assets which directly or indirectly 
represent that income ; or 

(d) The individual has power, by means of the 
exercise of any power of appointment or power 
of revocation or otherwise, to obtain for him- 
self, whether with or without the consent of 
any other person, the beneficial enjoyment of 
the income ; or 

(e) The individual is able in any manner whatsoever, 
and whether directly or indirectly, to control 
the application of the income. 

(4) In determining whether an individual has power 
to enjoy income within the meaning of this section, 
regard shall be had to the substantial result and effect 


of the transfer and any associated operations, and all 
benefits which may at any time accrue to the individual 
as a result of the transfer and any associated operations 
shall be taken into account irrespective of the nature or 
form of the benefits. 


(5) For the purposes of this section— 

(a) A reference to an individual shall be deemed 
to include the wife or husband of the 
individual ; 

(b) The expression “assets *’ includes property or 
rights of any kind, and the expression 
“transfer” in relation to rights includes the 
creation of those rights ; 

(c) The expression ‘* benefit’ includes a payment 
of any kind ; 

(d) References to income of a person resident or 
domiciled out of the United Kingdom shall, 
where the amount of the income of a company 
for any year or period has been apportioned 
under sect. 21 of the Finance Act, 1922, 
include references to so much of the income 
of the company for that year or period as is 
equal to the amount so apportioned to that 
person ; 

(e) References to assets representing any assets, 
income or accumulations of income include 
references to shares in or obligations of any 
company to which, or obligations of any other 
person to whom, those assets, that income 
or those accumulations are or have been 
transferred. 

(6) The provisions of the Second Schedule to this Act 
shall have effect for the purpose of carrying this section 
into effect and otherwise for supplementing the provisions 
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of this section, and this section is referred to in that 
Schedule as “ the principal section.” 

(7) The provisions of this section shall apply for the 
purposes of assessment to income tax for the year 1935-36 
and subsequent years, and shall apply in relation to 
transfers of assets and associated operations whether 
carried out before or after the commencement of this 
Act. 


GENERAL AMENDMENTS OF SECT. 21 oF FINANCE ACT | 


1922. 

17._{1) For the purposes of sub-sect. (6) of sect. 21 
of the Finance Act, 1922, a company shall be deemed to 
be under the control of not more than five persons— 

(a) If any five or fewer persons together exercise, or 
are able to exercise, or are entitled to acquire, 
control, whether direct or indirect, over the 
company’s affairs, and in particular, but with- 
out prejudice to the generality of the foregoing 
words, if any five or fewer persons together 
possess, or are entitled to acquire, the greater 
part of the share capital or voting power of the 
company ; or 

(6) If any five or fewer persons together possess, or 
are entitle to acquire, either the greater part of 
the issued share capital of the company, or such 
part of that capital as would, if the whole of the 
income of the company were in fact distributed 
to the members, entitle them to receive the 
greater part of the amount so distributed ; or 

(c) If, on the assumption that the company is a 
company to which the said sect. 21 applies, 
more than half of its income (including any 
income which has been apportioned to it, or 
could on that assumption be apportioned to it, 
under the said sect. 21) could be apportioned 
among not more than five persons. 

(2) In determining for the purposes of the said sub- 
sect. (6) whether a company is or is not under the control 
of not more than five persons, persons who are relatives 
of one another, persons who are nominees of any other 
person together with that other person, persons in part- 
nership, and persons interested in any shares or obliga- 
tions of the company which are subject to any trust or 
are part of the estate of a deceased person, shall respec- 
tively be treated as a single person. 

For the purposes of this sub-section— 

(a) The expression “ relative ’* means a husband, 
wife, ancestor, lineal descendant, brother 
or sister ; 

(b) A person shall be deemed to be the nominee of 
another person if, whether directly or in- 
directly, he possesses on behalf of that other 
person, or may be required to exercise on the 
direction of or on behalf of that other person, 
any right or power which, by virtue of any 
of the provisions of this Act, is material in 
determining whether a company is or is not 
to be deemed to be under the control of not 
more than five persons. 

(8) For the purpose of the provisions of the said 
sect. 21 and any provisions of this or any other Act 
relating thereto, the definition of the expression ‘ com- 
pany” shall be extended so as te include any body 
incorporated under any enactment, and in relation to 
any such body corporate other than a company within 
the meaning of the Companies Act, 1929 or any corre- 
sponding enactment in force in Northern Ireland, the 
said provisions shall have effect to the following modifica- 
tions — 


(a) References to winding-up shall include references 
to the dissolution or cancellation of the registry 
of the body corporate in any manner authorised 
by any rules, regulations or other instrument 
constituting or regulating the body corporat: 
or any enactment applying to the body 
corporate ; and 

(b) References to an order or resolution for winding- 
up shall include references to the signing of 
any instrument, the making of any application 
or the doing of any other act which is author- 
ised as aforesaid with a view to dissolving, or 
cancelling the registry of, the body corporate : 
and 

(c) References to the liquidator shall include refer- 
ences to any person in charge of the winding-u;) 
of the affairs of the body corporate. 

(4) At the end of sub-paragraph (iii) of paragraph (a) 
of sub-sect. (1) of the said sect. 21 there shall be adde:| 
the following words—* or 

(iv) In redemption or repayment of any share or loan 

capital or debt (including any premium on such 

share or loan capital or debt) issued or incurred 

otherwise than for adequate consideration,” 
and at the end of the said sub-section there shall be 
inserted the following paragraphs— 

‘“*For the purposes of this sub-section share or 
loan capital or debt shall be deemed to be issued or 
incurred otherwise than for adequate consideration 
if— 

(a) It is issued or incurred otherwise than for 
consideration the value of which to the 
company is not substantially less than the 
amount of the capital or debt (including 
any premium thereon) ; or 

(B) It is issued or incurred in or towards, or 
for the purpose of raising money applied 
or to be applied in or towards, the redemp- 
tion or repayment of any share or loan 
capital or debt which itself was issued or 
incurred otherwise than for adequate con- 
sideration. 

References in this sub-section to money applied 
or to be applied for any purpose shall be deemed 
to include references to money applied or to be 
applied in or towards the replacement of that 
money.” ° 

(5) Where a notice of charge is served on a company 
or the liquidator of a company under sub-sect. (3) of 
the said sect. 21 and the tax thereupon becoming payable 
is not paid by the company before the expiration of three 
months from the date of service or before the second day 
of January following the year of assessment (whichever 
is the later), the tax shall thereupon, without prejudice 
to the right to recover it from the company, be recoverable 
from the member on whom the tax was assessed. 

(6) The provisions of this and the next following section 
shall apply for the purposes of assessment to sur-tax 
for the year 1935-36 and subsequent years. 


INVESTMENT COMPANIES. 

18.—({1) The following provisions of this section shall 
have effect as respects companies (hereafter in this section 
referred to as “investment companies”) the income 
whereof consists mainly of investment income, that is to 
say, income which, if the company were an individual. 
would not be earned income as defined in sub-sect. (3) of 
sect. 14 of the Income Tax Act, 1918. 

Provided that,-for.the purposes of this sub-section. 
any income apportioned to a company under sect. 21 
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of the Finance Act, 1922, shall be deemed to be income 
of the company and to be investment income. 

(2) Without prejudice to the provisions of the last 
foregoing section, an investment company shall be deemed 
for the purposes of sub-sect. (6) of the said sect. 21 to 
be under the control of not more than five persons— 

(a) If any five or fewer persons are loan creditors of 
the company for an amount exceeding in the 
aggregate one-half the value of the assets of 
the company ; or 

(0) If any five or fewer persons (including creditors) 
would, if the company were wound up, be 
entitled to receive more than half of the assets 
of the company. 

(3) Where an investment company is deemed by 
virtue of paragraph (a) of the last foregoing sub-section 
to be under the control of not more than five persons 
(whether or not it would otherwise be deemed to be under 
such control)— 

(a) The definition of the expression ‘ member ” 
shall, for the purposes of the said sect. 21 
and any provision of this or any other Act 
relating thereto, be extended so as to include 
any loan creditor of the company ; and 

(0) For the purpose of paragraph 8 of the First 
Schedule to the Finance Act, 1922, a loan 
creditor shall be deemed to have an interest 
in any income of the company to be appor- 
tioned under that paragraph to the extent 
that that income, or assets representing it, has 
or have been expended or applied or is or are 
available to be expended or applied in redemp- 
tion or repayment of the loan capital or debt 
(including any premium thereon) in respect of 
which he is a loan creditor. 

(4) Where, whether before or after the passing of 
this Act, an order has been made or a resolution passed 
for the winding-up of an investment company to which 
sect. 21 of the Finance Act, 1922, applies, the following 
provisions shall have effect— 

(a) The actual income of the company from all sources 
since the date of the order or resolution 
shall, for purposes of assessment to surtax, 
be deemed to be the income of the members ; 

(0) The Special Commissioners shall from time to 
time by notice in writing to the liquidator 
direct that the amount of that income for the 
year or period specified in the notice shall be 
deemed for those purposes to be the income of 
the members for that year or period, and the 
amount thereof shall be apportioned and surtax 

assessed and charged accordingly ; 

(c) The provisions of the said sect. 21 and any 
provisions of this or any other Act relating 
thereto shall, with any necessary modifications, 
apply in relation to any such directions, 
apportionments and assessments as they apply 
in relation to directions, apportionments and 
assessments under sub-section (1) of the said 
sect. 21. 

(5) For the purpose of this section, the expression 
“loan creditor” means a creditor in respect of any loan 
capital or debt which may be redeemed or repaid out of 
income of the company or assets representing it, and the 
amount for which he is a creditor shall be taken to be the 
sum required to redeem or repay the outstanding principal 
of that capital or debt including any premium thereon. 


Provisions aS TO INCOME SETTLED ON CHILDREN. 
19.—{1) Where, by virtue or in consequence of any 
settlement to which this section applies and during the 


life of the settlor, any income is paid to or for the benefit 
of a child of the settlor in any year of assessment, the 
income shall, if at the commencement of that year the 
child was an infant and unmarried, be treated for all the 
purposes of the Income Tax Acts as the income of the 
settlor for that year and not as the income of any othe: 
person. 

(2) Subject as hereafter provided, for the purpose of 
this section— 

(a) Income which, by virtue or in consequence of « 
settlement to which this section applies, is 
so dealt with that it, or assets representing it, 
will or may become payable or applicable 
to or for the benefit of a child of the settlor 
in the future (whether on the fulfilment of 
a condition or the happening of a contingency, 
or as the result of the exercise of a power or 
discretion conferred on any person, or other- 
wise) shall be deemed to be paid to or for the 
benefit of that child; and 

(b) Any income dealt with as aforesaid which is 
not required by the settlement to be allocated, 
at the time when it is so dealt with, to any 
particular child or children of the settlor shall 
be deemed to be paid in equal shares to or for 
the benefit of each of the children to or for 
the benefit of whom or any of whom the income 
or assets representing it will or may become 
payable or applicable. 

(3) The following provisions of this sub-section shall 
have effect as respects a settlement to which this section 
applies, being an irrevocable settlement made or entered 
into on or after the twenty-second day of April, 1936, 
that is to say— 

(a) The provisions of the last foregoing sub-section 
shall not apply to any income which is dealt 
with as therein mentioned by virtue or in 
consequence of such a settlement, unless and 
except to the extent that that income consists 
of, or represents directly or indirectly, sums 
paid by the settlor which are allowable as 
deductions in computing his total income for 
the purpose of the Income Tax Acts ; and 

(b) Where any income has been so dealt with by 
virtue or in consequence of such a settlement. 
any sum whatsoever paid by virtue or in con- 
sequence of the settlement, or any enactment 
relating thereto, to or for the benefit of a child 
of the settlor, being a child who at the com- 
mencement of the year of assessment in which 
the sum is paid is an infant and unmarried, 
shall be deemed for the purposes of sub-sect. (1) 
of this section to be paid as income, unless and 
except to the extent that the sum so paid 
together with any other sums previously so paid 
(whether to that child or to any other child 
who, at the commencement of the year of 
assessment in which the other sum was so paid, 
was an infant and unmarried) exceeds the 
aggregate amount of the income which has 
arisen under the settlement since it took 

effect. 

(4) Sub-sects. (2) and (3) of sect. 20 of the Finance 
Act, 1922, shall have effect as if references to paragraph (c) 
of sub-sect. (1) of that section included references to the 
foregoing provisions of this section, as if references to a 
disposition included references to a settlement, and as if 
the reference to the making of a disposition included a 
reference to the making of or entering into a settlement, 
and sub-sect. (4) of that section shall have effect as if 
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the reference to that section included a reference to the 
said provisions of this section. 

(5) No repayment shall be made under sect. 25 of the 
Income Tax Act, 1918, on account of tax paid in respect 
of any income which by virtue of this section has been 
treated as the income of a settlor. 

(6) The General or Special Commissioners may by 
notice in writing require any person to furnish them 
within such time as they may direct (not being less than 
28 days), with such particulars as they think necessary 
for the purpose of this section, and if that person 
without reasonable excuse fails to comply with the notice 
he shall be liable to a penalty not exceeding fifty pounds, 
and, after judgment has been given for that penalty, to 
a further penalty of the like amount for every day during 
which the failure continues. 

(7) For the purposes of this section, a settlement shall 
not be deemed to be irrevocable, if the terms thereof 
provide— 

(a) For the payment to the settlor or the wife or 
husband of the settlor for his or her benefit, or 
for the application for the benefit of the settlor 
or the wife or husband of the settlor, of any 
income or assets in any circumstances whatso- 
ever during the life of any child of the settlor 
to or for the benefit of whom any income, or 
assets representing it, is or are or may be pay- 
able or applicable by virtue or in consequence 
of the settlement ; or 

(6) For the determination of the settlement by the 
act or on the default of any person ; or 

(c) For the payment of any penalty by any person 
in the event of his failing to comply with the 
provisions of the settlement, or for the total 
or partial indemnification or exoneration of any 
person in the event of his failing to enforce the 
provisions of the settlement. 

(8) In this section— 

(a) The expression “ child’’ includes a stepchild, 
an adopted child and an illegitimate child ; 

(b) The expression “settlement” includes any 
disposition, trust, covenant, agreement, 
arrangement or transfer of assets ; 

(c) The expression “ settlor,” in relation to a settle- 
ment, includes any person by whom the settle- 
ment was made or entered into directly or in- 
directly, and in particular (but without pre- 
judice to the generality of the foregoing words 
of this definition) includes any person who has 
provided or undertaken to provide funds 
directly or indirectly for the purpose of the 
settlement, or has made with any other person 
a reciprocal arrangement for that other person 
to make or enter into the settlement ; 

(d) The expression ‘ income,” except where it 
last occurs in sub-sect. (1) of this section, 
includes any income chargeable to income tax 
by deduction or otherwise and any income 
which would have been so chargeable if it had 
been received in the United Kingdom by a 
person resident and ordinarily resident in the 
United Kingdom, but does not include income 
arising under a settlement in a year of assess- 
ment for which the settlor is not chargeable 
to income tax as a resident in the United 
Kingdom. 

(9) This section applies to every settlement, where- 
soever it was made or entered into, and whether it was 
made or entered into before or after the passing of this 


Act, except an irrevocable settlement made before April 
22nd, 1936. 

(10) Paragraph (c) of sub-sect. (1) of sect. 20 of the 
Finance Act, 1922, and any other provisions of that 
section relating to that paragraph, shall cease to have 
effect as respects any settlement to which this section 
applies. 

EXxcLusion OF CERTAIN MACHINERY FROM VALUATION 
FOR SCHEDULE A, &c. 

20.—(1) No account shall be taken of the value of 
non-rateable machinery in ascertaining the annual 
value— 

(a) Of any property in Great Britain according tv 
the general rule of No. 1 of Schedule A ; or 

(b) Of any property whatsoever for the purpose of 
Rule 5 of the rules applicable to Cases I and 
II of Schedule D, or for the »urpose of sect. 18 
of the Finance Act, 1919. 

(2) The profits arising to any person from the letting 
of any machinery the value of which is not taken intv 
account for the purpose of assessment to income tax 
under Schedule A shall be deemed to be profits chargeab!|« 
to income tax under Case VI of Schedule D. 

(3) In this section— 

(a) The expression “ property *” means lands, tenv- 
ments, hereditaments and heritages ; 

(b) The expression ‘‘ machinery” includes plant, 
machines, tools, and appliances ; 

(c) The expression ‘‘non-rateable” machinery, 
in relation to any property, means machinery 
of any description the value whereof is not 
taken into account for the purposes of rating 
under the relevant rating enactment, or would 
not be so taken into account if that enactment 
had effect with respect to the valuation of 
the property ; 

(d) The expression ‘relevant rating enactment ” 
means— 

(i) In relation to property in England or 
outside the United Kingdom, paragraph ()) 
of sub-sect. (1) of sect. 24 of the Rating 
and Valuation Act, 1925 ; 

(ii) In relation to property in Scotland, 
sect. 1 of the Lands Valuation (Scotland) 
Amendment Act, 1902 ; 

(iii) In relation to property in Northern 
Ireland, sect. 7 of the Annual Revision of 
Rateable Property (Ireland) Amendment 
Act, 1860. 


AMENDMENTS AS TO ASSESSMENT FOR PURPOSES OF 
ScHEDULES A AND B IN NorTHERN IRELAND. 

21—(1) Where, under sect. 8 of an Act of the Parliament 
of Northern Ireland known as the Valuation Acts Amend- 
ment Act (Northern Ireland), 1932 (hereafter in this 
section referred to as “the Act of 1932”), contiguous 
hereditaments in the occupation of one and the same 
occupier are valued as one rateable hereditament although 
held under two or more immediate lessors under different 
contracts of tenancy, the annual value of that rateable 
hereditament ascertained in accordance with the valuation 
shall be apportioned by the surveyor, after consultation 
with the Commissioner of Valuation, between the said 
contiguous hereditaments. 

(2) Where tax is chargeable under Schedule B in 
respect of part, but not the whole, of a hereditament 
which, under the Act of 1932 is valued as one rateable 
hereditament, or to which an annual value has been 
apportioned under the last foregoing sub-section, the 
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annual value of the hereditament ascertained in accord- 
ance with the valuation or so apportioned thereto shall 
be apportioned or reapportioned, as the case may be, 
by the surveyor, after consultation with the Commissioner 
of Valuation, between the part of the hereditament in 
respect of which tax is so chargeable and the remainder 
thereof. 

(3) If any difference arises as regards any apportion- 
ment or reapportionment made by the surveyor under 
this section, it shall be referred to the Special Commis- 
sioners, who may revise the apportionment or reapportion- 
ment as they think fit, and their determination thereon 
shall be final. 

(4) Where an annual value is apportioned or reappor- 
tioned- between hereditaments or parts of hereditaments 
under the foregoing provisions of this section, then, for 
the purpose of sect. 187 of the Income Tax Act, 1918, each 
of those hereditaments or parts, as the case may be, 
shall be deemed to be a separate hereditament, and the 
annual value apportioned to it shall be deemed to have 
been ascertained according to the survey and valuation 
in force for the purposes of poor rates. 

(5) Where a person receives rent in respect of any 
hereditament which by virtue of sect. 2 of the Valuation 
(Ireland) Act, 1854, is for the time being exempt from 
assessment for poor rates, tax under Schedule A shall be 
assessed and charged on him upon the full amount of the 
rent, less any sum liable to be paid or allowed by way of 
deduction from the rent under sub-sect. (2) of sect. 7 of 
the Act of 1932. 

PART III. 

Miscellaneous and General. 
MODIFICATION OF EXEMPTION FROM ESTATE DuTY ON 
PROPERTY SITUATE ABROAD. 

22. The exemption from estate duty which exists by 
virtue of sub-sect. (2) of sect. 2 of the Finance Act, 1894, 
in the case of certain property situate out of Great Britain 
shall, subject as hereinafter provided, cease so far as 
relates to any such property passing on the death of a 
person dying after the passing of this Act domiciled in 

some part of Great Britain : 

Provided that nothing in this section shall operate 
so as to charge with duty any such property— 

. (a) Which passes under or by reason of a disposition 
made by a person who, at the date on which 
the disposition took effect, was domiciled 
elsewhere than in some part of Great Britain, 
unless the disposition was made, directly or 
indirectly, on behalf of or at the expense of, 
or out of funds provided by, a person who at 
that date was domiciled in some part of 
Great Britain ; or 

(6b) Which by the law of the country in which it is 
situate is immovable property. 
SECOND SCHEDULE. 

SUPPLEMENTARY PROVISIONS AS TO PREVENTION OF 
AvoipaANcE OF INcoME Tax BY TRANSACTIONS 
RESULTING IN THE TRANSFER OF INCOME TO PERSONS 
ABROAD. 

1. Tax at the standard rate shall not be charged by 
virtue of the principal section in respect of income which 
has borne tax at the standard rate by deduction or other- 
wise but, save as aforesaid, tax chargeable at the standard 
rate by virtue of that section shall be charged under 
Case VI of Schedule D and all assessments in respect 
thereof shall be made by the Special Commissioners. 

2. In computing the liability to income tax of an 
individual chargeable by virtue of the provisions of the 
principal section, the same deductions and reliefs shall 


be allowed as would have been allowed if the income 
deemed to be his by virtue of that section had actually 
been received by him. 

3. Where an individual has been charged to income tax 
on any income deemed to be his by virtue of the principal 
section and that income is subsequently received by him, 
it shall be deemed not to form part of his income again 
for the purposes of the Income Tax Acts. 

4. All the provisions of the Income Tax Acts relating 
to the charge, assessment, collection and recovery of 
income tax, and (subject as hereafter provided) to appeals 
against assessments, shall apply to any income tax charge- 
able by virtue of the principal section, so far as they are 
applicable and subject to any necessary modifications. 

5. For the purposes of an assessment under the principal 
section the Special Commissioners shall have any of the 
powers of a surveyor, and for the purpose of the repre- 
sentation of the Crown befo.e the Special Commissioners 
on any appeal under this Schedule, any person nominated 
in that behalf by the Commissioners of Inland Revenue 
shall have all such powers as a surveyor has at and upon 
the determination of an appeal. 

6. If any individual is dissatisfied, or the Commissioners 
of Inland Revenue are dissatisfied, with any determination 
of the Special Commissioners of the question whether, by 
reason of the proviso to sub-sect. (1) of the principal 
section, that sub-section does not apply, he or they may, 
on giving notice to the clerk to the Special Commissioners 
within 21 days after the determination, require the 
question to be referred to the Board of Referees, and 
when any question is so referred the Board shall proceed 
to hear and determine the question and their determina- 
tion thereon shall be final. 

7. Where any question is referred to the Board under 
this Schedule the Special Commissioners shall transmit 
to the Board any documents in their possession relating 
to the matter. 

8. Notwithstanding anything in the foregoing pro- 
visions of this Schedule, no case shall be stated by the 
Special Commissioners for the opinion of the High Court 
under sect. 149 of the Income Tax Act, 1918, as respects 
any question which might under this Schedule be referred 
to the Board of Referees, but the said sect. 149 shall apply 
with any necessary modifications, in relation to any 
determination of the Board of Referees under this 
Schedule as it applies in the case of appeals to the Special 
Commissioners under the said Act. 

9. The Special Commissioners may by notice in writing 
require any person to furnish them within such time as 
they may direct (not being less than 28 days) with such 
particulars as they think necessary for the purpose of the 
principal section, and if that person, without reasonable 
excuse, fails to comply with the notice he shall be liable 
to a penalty not exceeding fifty pounds, and, after judg- 
ment has been given for that penalty, to a further penalty 
of the like amount for every day during which the failure 
continues. 

10. Without prejudice to the provisions of the last fore- 
going paragraph, if any individual fails to furnish any 
particulars required under this Schedule, or if the Special 
Commissioners are not satisfied with any particulars 
furnished under this Schedule, they may make an estimate 
of the amount of the income which, by virtue of the 
provisions of the principal section, is to be deemed to be 
the income of the individual for the purposes of the 
Income Tax Acts. 

11. For the purposes of this Schedule the expression 
‘** Board of Referees”? means the Board of Referees for 
the purposes of Rule 6 of the rules applicable to Cases I 
and ITI of Schedule D. 
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Profits Insurance—Jts Cbvolution 
and #Modern Practice. 


A LecruReE delivered before the Incorporated Accountants’ 
London and District Society by 


MR. CYRIL F. C. BRODIE, 
Of the Guardian Assurance Company, Limited. 

The chair was occupied by Mr. Henry Morcan, the 
Chairman of the Incorporated Accountants’ London and 
District Society. 

Mr. Bronte said: Responsibility for making this paper 
interesting as well as informative is somewhat heavy, 
because it is impossible for the lecturer to know exactly 
which features of a subject will interest the members of 
his audience individually, and because it is a delicate 
matter for a layman to attempt to deal with a theme 
which has many aspects claiming the particular interest 
of an audience of highly trained and experienced pro- 
fessional accountants. 

MEANING AND PuRPOSE OF PRoFits INSURANCE. 

What does profits insurance mean? It means the 
safeguarding of earnings against loss in the event of a 
fire damaging material property from which earnings are 
obtained. Materials used in the production of goods and 
the goods themselves are, as a matter of prudence, insured 
against ordinary fire damage, and if they are destroyed, 
their replacement value is recoverable by the owner 
under the fire policy. Goods which may have cost the 
owner £100 are insured for that value under the fire 
policy, but if they are not destroyed by fire, they will 
be sold perhaps for £150, thus earning the owner £50, 
and the purpose of the profits policy is to enable the 
owner to recover these earnings up to the extent of all 
charges which he may have to meet out of them and the 
net profit which will accrue to himself after paying all 
expenses. 

The fire policy, again, only pays replacement value 
of all buildings, plant, utensils and raw material, the use 
of which contributes towards the production of goods and 
the earnings on them when they are sold. 

The value of a machine does not lie so much in the cost 
of producing it as in its earning capacity. Thousands 
of pounds may be, and probably often have been, spent 
in turning out and perfecting some particular machine 
which in its complete state is useless, and therefore 
valueless, because it does not function in the production 
of profit as well as another machine does. The fire policy 
does not recognise value in the potential earning capacity 
of a machine any more than it does the value of earning 
capacity in a building or a stock of raw material, except 
in so far as any monetary value of such capacity may be 
expressed in the cost of the machine, building or material. 
The fire policy in short looks backward and covers the cost 
of replacing the property, while the profits policy looks 
forward and views the earnings which would have 
resulted to the owner of the property if it had not been 
destroyed. 

Like the fire policy, however, the profits policy is a 
contract of indemnity. It does not purport to pay more 
than the earnings which would have resulted from the use 
of the property if the latter had not been destroyed by the 
fire. 


For practical purposes, earnings may, broadly speaking, 
be deemed to be the gross profit. The only reservation 
which it is necessary to make is that in the production of 
goods and in their handling certain costs are incurred, 
which, if sales are prevented, cannot be got rid of at once, 


and in their entirety, and that such costs are normally 
part of the cost of production and do not therefore come 
out of the gross profit. In so far as they have been 
incurred in the production of an article which has been 
destroyed, they may properly be recoverable under the 
fire insurance on that article—in so far as they continue 
after the fire without productivity they become insurable 
under a profits policy in addition to the gross profit. 


If for the moment these costs of production may be 
disregarded and the gross profit alone is considered, the 
simplest form of policy would be a contract to pay to the 
insured on sales lost as a result of the fire the rate of gross 
profit normally earned on goods sold, less any saving 
which may result in the expenditure which would have 
had to be met out of such gross profit. A policy of this 
type simple in purpose, simple in application, and simple 
in its terms, providing indemnity for loss of net profit and 
continuative expenditure would afford perhaps an appro- 
priate illustration of the purpose of profits insurance. 


BrieF History OF THE SUBJECT. 

Having erected this modest gateway to profits insurance, 
it may be of interest to pause and trace the rather tortuous 
avenue leading up to modern practice, briefly reviewing 
the history of the subject, which is extremely short in 
relation to that of the principal fire underwriting market 
of the world. 

Thirty years ago it was not practicable to obtain cover 
in that market for this particular kind of fire loss. The 
chairman of a large distillery company at its annual 
general meeting in 1896, proposed that the sum of £10,000 
be set aside out of the profits of the year towards estab- 
lishing the nucleus of a fire insurance fund. This was 
considered necessary, it was stated, as although the 
property of the company was kept fully insured against 
fire, there were certain risks from fire which could not 
be covered in the usual way, viz., loss of profits in the 
event of any of the distilleries having to cease working 
for a time. 

In 1895 a small company called The Machinery Insur- 
ance Company Limited was established, and published a 
prospectus which is among the archives still pointing out 
the desirability of insuring machinery as well as engines 
against breakdown, and announcing that, in addition to 
granting insurance of this kind, it would also cover loss 
of profits resulting from such breakdown and loss of profits 
resulting from fire. After about two years’ trading this 
company appears to have gone into voluntary liquidation. 


The tariff offices seem to have avoided the business, 
partly because of its innate difficulties in connection with 
loss settlements—it should be borne in mind that systems 
of book-keeping and accountancy were not so fully 
developed then as they are now—and partly because of a 
feeling that by relieving a trader of any possibility of loss 
by fire, instead of burdening him, if possible, with a part 
of it, they, the offices, might be taking action which 
would be conducive to carelessness and an increase in the 
number of fires. 

It should not be imagined, however, that ordinary 
fire cover was the only protection the manufacturer or 
trader could secure at this period. It was possible to 
obtain excess fire insurance by means of what are popularly 
known as “ percentage policies *—policies which under- 
took to pay the same percentage of their sum insured as 
the amount of loss recoverable under the ordinary fire 
insurance bore to the amount of that insurance. Such 
policies, however, were not contracts of indemnity and 
could not be said to cover an insured for loss of profits 
sustained as a result of the fire. Such insurances, of 
course, are still obtainable. 
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About the year 1900 a company was floated with the 
object, inter alia, of insuring against loss of profits by fire 
upon the basis of indemnity, and with the assistance of 
an accountant of Glasgow, Mr. Ludovic M’Lennan Mann, 
devised a contract providing for the assessment of loss 
to be carried out on an accountancy basis, using factors 
which would be ascertainable from the books of the 
insured if such books were properly kept and audited. 
This company, the Profits and Income Insurance 
Company Limited, laid the foundations of profits 
insurance as it is written to-day, and in course of time 
they obtained a substantial amount of really good 
business, that is to say, business of firms of standing and 
repute. 

"The tariff offices appear to have become infected—to 
use a medical metaphor—with the germ of insurance 
against loss through interruption of business, when in 
1904 they agreed to cover consequential loss of rent—i.e., 
the rent of buildings which were silent by reason of fire 
damage to another part of the same premises. 

It was not until the latter part of 1908 that those 
offices which constituted the leading fire insurance market 
in the world opened their doors to profits insurance. 

It was natural that, having taken the plunge, they 
should, in their orderly fashion, draw up rules and regula- 
tions for the conduct of the business which would be, and 
indeed have been, of assistance to themselves and the 
trading community generally in that these rules and 
regulations provide uniformity both in principle and 
practice. 

Tue INTERRUPTION Hazarp. 

This branch of fire insurance presented an entirely 
new feature for the offices to deal with. One radical 
difference between ordinary fire insurance and profit 
fire insurance is that while the former is concerned, apart 
from any question of moral hazard, with the physical 
perils attaching to the property insured, the latter, in 
addition to considerations of moral and physical hazard, 
has consequential chances of loss to compute. These 
consequential chances are termed the interruption hazard. 
While it may be fairly easy to assess with some proximity 
to accuracy the physical hazard (i.e., the chance of a 
fire occurring at the particular risk) from experience 
gained from risks of a similar nature, and from a 
knowledge of the building construction, system of heating 
and lighting, the processes carried on and the kind of 
materials used, and last, but not least, the efficiency of 
its management, the interruption hazard is as yet far 
more difficult to measure with any degree of accuracy. 

A fire at a factory causing relatively small material 
damage may be the means of providing prolonged inter- 
ruption of the activities of the whole business. A factory 
may therefore present worse features of interruption 
hazard than, say, a shop does. A fire in the engine room 
may cause a total stoppage of machinery for a few weeks, 
while if all buildings were completely destroyed, activities 
would be seriously affected over a period of perhaps 
twelve months. This would not be surprising or unusual 
because the date when reinstatement is completed is 
certainly not the date when sales reach the normal again. 


Ordinary shop premises on the other hand would, it 
might be supposed, present considerably better features 
from the point of view of interruption hazard, as under 
present conditions the reinstatement should only take 
a few months to complete. All calculations to this effect 
are upset when local authorities interfere after a fire and, 
for some purposes of their own, insist upon rebuilding 
being delayed. It may be appreciated, therefore, how 
really difficult it has been and still is to assess interruption 
hazard. It is this hazard which accounts for the difference 


between the rates of premium charged for profits insurance 
and those charged for ordinary fire insurance. 


Pre-War Prorits INSURANCE. 


From 1909 until the outbreak of war the offices were 
able to meet a growing demand for profits insurance with 
satisfactory service, and the contracts issued usually 
provided that the loss should be assessed upon the results 
of the business for the financial year and twelve months 
preceding the fire. As a rule there was a protective 
condition providing such elasticity as might be required 
to meet exceptional circumstances, as, for instance, 
labour difficulties, and for certain firms whose trading 
varied to some degree from year to year, provision was 
made to use the average results of, say, the last three years 
before the fire as a standard of loss measurement. 


After explaining the war time difficulties and the new 
problems which arose in the years of flux which succeeded 
the war, Mr. Brodie continued : 

Reference was made at the commencement of this paper 
to a simple form of profits policy which would enable the 
insured to recover after a fire upon all turnover lost as a 
result of the fire the rate of gross profit normally earned 
in his business. 

Earuiest Form or Pouicy IssuepD By PROFITS AND 
INcoME INSURANCE CoMPANY, LIMITED. 


The earliest type of contract which can be traced dealt 
with the insurance of net profit as one item and the 
insurance of fixed charges as another. The normal 
percentage of net profit was ascertained, and the percent- 
age which the fixed charges for the twelve months before 
the fire bore to the turnover for that period was separately 
calculated, each percentage being then applied to turnover 
lost in consequence of the fire. This method does not 
appear to be strictly sound in principle, because it seems 
to suggest that each £1 of turnover earns so much net 
profit and so much for fixed charges. Actually, each £1 
only earns its gross profit, and the amount of the turnover 
in the aggregate will determine whether any part of each 
unit can be said to show net profit after the overhead 
charges have been paid. Later on this principle was 
duly recognised, and the two items were combined to 
show one percentage to turnover, which percentage was 
paid on turnover lost in consequence of a fire. 


This principle has been adhered to ever since, and the 
many variations in the wordings used have not affected 
it. There is, of course, a difference between that principle 
and the principle of applying the percentage of gross 
profit to turnover lost as the result of a fire. Gross 
profit, namely, the amount by which the sales exceed the 
cost price of the articles sold, is shown in the accounts as 
one figure, while the profits usually insured under a 
profits policy have to be built up from information 
contained in the accounts. 


Post-War CONTRACTS. 

Since the war, owing to the trading vicissitudes to which 
reference has been made, firms have usually not been 
content with a policy which will indemnify them on the 
basis of their earnings for the period immediately anterior 
to the fire. There is in all policies of tariff companies 
a clause or condition which provides for allowances to be 
made in the course of a loss adjustment for variations in 
the conditions of the insured’s business, but this has not 
satisfied the insured when applied to a contract which 
contains a formula for working out the loss on the basis of 
the figures of the period immediately preceding the fire. To 
meet this objection, therefore, various types of contract 
have been placed on the market, and it is proposed to 
refer briefly to a few of these wordings. 
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PERCENTAGE OF ADJUSTMENT POLICIES. 

Dealing first with what is usually called a ‘ Percentage 
of Adjustment ” policy, this provides that the turnover 
for the six or twelve months immediately anterior to a 
fire should be compared with the turnover for the corre- 
sponding six or twelve months preceding that period, 
and if it should be found that the later period produced 
@ turnover in excess of or below the turnover for the 
preceding period, the percentage of increase or decrease 
must be applied in the loss assessment on the assumption 
that the same percentage either way would have con- 
‘tinued during the period of interruption if the fire had not 
occurred. This may be a very unsound assumption, as 
turnover does not necessarily increase or decrease in a 
ratio of geometrical progression. For example: Turn- 
over during the twelve months immediately anterior to 
the fire may have been £150,000 and during the preceding 
twelve months £100,000. A percentage of increase of 
50 per cent. is shown, and the turnover during the period 
of interruption after a fire would be compared with 150 
-per cent. of the turnover during the corresponding period 
immediately preceding the fire, in order to ascertain 
‘the shortage in turnover upon which indemnity should be 
paid. He would be a bold man who would confidently 
say that the turnover would have been 50 per cent. up 
if the fire had not occurred. If the results of the business 
had worked out in the opposite direction, the insured 
would probably at once protest against the inequity of 
applying a percentage of decrease on this basis. In 
recent years a serious loss occurred under a policy issued 
on these lines. ‘There was a huge percentage of increase 
‘shown, one which the insured, quite reasonably, did not 
insist should be applied. The works could not possibly 
have dealt with the figures shown. If the large percentage 
had been in the opposite direction, the companies could 
mot and would not have endeavoured to insist that the in- 
sured’s businéss was continuing to fall in such proportions 
—particularly as there might very well be evidence to 
the contrary. — 

Tue ‘ Open ” ContTRACT. 


Another type of contract which has been advocated 
from time to time is one which contains the usual formula 
but provides that the percentage to be paid on turnover 
Jost shall be the percentage of the profits which would 
have been earned to the turnover which would have been 
secured if the fire had not occurred, and that the shortage 
in turnover shall be ascertained by comparing the turnover 


secured during the period of indemnity with the turnover . 


which would have been done if the fire had not occurred. 
No provisions are included to show how an accountant 
or assessor is to be guided in an attempt to decide what 
turnover and profits would have been secured if the fire 
had not happened. If it be possible to determine what 
profits would have been earned if the fire had not happened 
it is a little difficult to see what purpose the formula 
may serve, because it would seem that the liability of the 
insurers should be the amount by which the profits 
actually earned during the period of interruption shall fall 
short of the profits which would have been earned if there 
had not been any interruption. It is quite impossible, 
however, to say definitely what would have been done 


if a particular event had not occurred, and it is desirable . 


for that reason that each party to the contract shall 
understand beforehand how the amount to be paid in 
lieu of profits which would have been earned will be 
ascertained. 
MopERN NEEDS AND PROBLEMS. 

This must complete the brief historical survey of opera- 
tions of the past. It will be more useful, perhaps, to 


consider profits insurance in relation to modern needs 
and problems. 

It is definitely desirable for a firm which is effecting 
an insurance on profits to have a clear contract and a 
clear understanding on its terms. This form of insurance 
is relatively young—there is little established practice in 
loss settlements and practically no case law to fall back 
upon. The absence of the latter is perhaps a tribute to 
the fairness of the offices in relation to the thousands of 
claims which have been met up to the present and to the 
care which, generally speaking, has been taken in issuing 
a clear contract. . 


DESIRABILITY OF AUDITORS’ ADVICE WHEN EFFECTING 
Prorits. INSURANCE. 

When the principals or directors of a firm have decided 
to effect a loss of profits policy, they should find it of great 
advantage to consult their accountants as to the cover 
which should be taken up—both in regard to details and 
to amount. It would be prudent for them to get their 
accountants to look through the terms of the contract 
which the insurers offer; in short, it would be advisable 
to put the accountant in direct touch with the office 
which is to take the risk. The proposers need not and 
should not have any fear that their confidence in their 
accountants or in the office will prove to be misplaced. 
Any information given to the office is given in the ordinary 
course of business and is treated as strictly confidential. 

When an accountant is in the position to fix up an 
insurance of this kind, he will naturally first require to 
know the terms of the contract, broadly, if not specifically, 
as without them he can hardly be in a position to give the 
details and amount for the cover. 


** ESTIMATE ” POLICIES. 


A form of policy which has been frequently adopted in 
recent years and is known as the “‘ Estimate ” wording is, 
it is suggested, far more satisfactory than any which has 
hitherto been referred to. The contract provides in- 
demnity as usual for loss of profits or increase incurred 
in the cost of working for the purpose of avoiding a loss 
of profits, and the formula for assessing the amount 
to be paid in respect of profits is as follows :— 

In the first place the shortage in turnover has to be 
ascertained by comparing the turnover, if any, during 
the period of interruption with an estimated turnover. 
which is arrived at by taking the figures for the corre- 
sponding period preceding the fire and applying to those 
figures all adjustments which may be necessary to bring 
them as far as possible into correlation with the activities 
of the business at the time of the fire. Some contracts 
specifically suggest the kind of factors which will require 
to be considered in the process of harmonising past 
figures to the tune of current activities, and mention the 
trend of the business at the time of fire, i.e., whether it 
shows signs of increase or development, orders and cot- 
tracts of more than usual importance which may be on the 
books at the time of the fire or in process of negotiation, 
alterations in prices, and so on, the objective being 4 
turnover which, it might reasonably be expected, would 
have been secured during the period of interruption if the 
latter had not occurred. 

The next operation provided for by the terms of the 
contract is to calculate the percentage which the insures 
should pay on the shortage in turnover. In this instane 
again, the figures of the past are used as a spring-board. 
The percentage of profits earned on turnover done in the 
financial year preceding the fire is ascertained and the 
requires to be adjusted to conform as closely as possible 
to the profit earnings at the time of the fire by taking int 
account all factors which may cause such percentage 
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earnings to vary, such as alterations in prices of stocks 
and raw materials, rates of wages, and so on. 

Having reached agreement as to the shortage in turn- 
over, Which may equitably be ascribed to the fire and as 
closely as possible to the percentage of profits which would 
have been earned on that turnover, the policy provides 
that such percentage shall be applied to the turnover 
deficiency, and that, subject to the adequacy of the 
insurance, the amount so obtained shall be the sum recover- 
able as indemnity for loss of profits provided there has 
been no reduction in any of the charges which normally 
fall to be paid out of the profits. If any standing charge 
shall have been reduced or shall have ceased in respect 
of the period of interruption, the saving is deducted from 
the amount previously calculated as payable under this 
part of the contract. It often happens that the fire does 
result in a saving in one or other of the charges. At the 
same time there may be an increase in another of these 
charges. Such increase should not be set against the 
saving which was effected under the former heading. If 
the increase be due to the fire, it falls to be dealt with as 
increase in cost of working. If it be not due to the fire, but 
to some other cause, it would result in a reduction in the 
net profit, whether the fire had occurred or not, and 
therefore should not be set against any saving under 
other headings which may be due to the fire. Per contra, 
a saving in standing charges which is not due to the fire 
should not be deducted; the insurers are not entitled 
to take credit for a saving which would in any case have 
increased the net profit. 

The insurance is subject to average, so that if any part 
of the loss falls to be borne by the insured, the insured 
is entitled to the same proportion of any saving which 
may be effected in the standing charges as a result of the 
fire. 

Increase in cost of working to maintain turnover is 
covered under this form of contract on the same lines as 
in others. Indemnity extends to additional outlay 
incurred and not to an increase in ratio of working expenses 
to a reduced turnover. Working expenses which may 
reasonably be expected to show such an increase in ratio 
should be covered either under the loss of profits section 
as variable standing charges or under a separate section 
of the contract altogether. 


DEPARTMENTAL POLICIES. 

A brief reference must be made to the kind of policy 
which is issued for a departmental stores or for any other 
business trading in different commodities which earn 
different ratios of profit. Such a policy provides for loss 
to be assessed departmentally, both as regards turnover 
and profits, and except that it requires a somewhat 
different average clause, should be essentially the same 
in principle as others which have been referred to. 

The cursory survey which it has been possible to make 
of profits policy wordings—old and new—will perhaps 
convey some idea of how important it is that the auditor 
of the insured should at the time the proposal is made, 
investigate and advise his client as to the amount required 
to provide full cover in the case of loss. 


ASCERTAINING THE AMOUNT TO INSURE For. 

If profits are insured, as distinct from gross profit, the 
auditor will extract the net profit figure from the latest 
available accounts and add back to it first of all standing 
charges proper, such as interest, rent and so on. Pro- 
vision should also be made for depreciation, as this will 
continue to a greater or lesser degree during interruption 
when earnings are short, and the policy always contains 
i a definition of net profit the implied condition that 
depreciation must be provided for when arriving at the 


net profit covered by the policy. Provision for deprecia- 
tion as a standing charge refers only to premises, plant. 
machinery, fixtures and fittings, and not to stock. 

The auditor will then require to consider what other 
kind of expenditure is likely to bear an increased ratio 
to a diminished turnover. Such expenditure for the 
purposes of a profits contract comes under the heading 
of standing charges. As items of this kind, there may be 
mentioned, firstly, wages ; secondly, lighting and heating, 
and if the insured be manufacturers, power ; and thirdly. 
in many cases, advertising. The latter item, if under 
contract, is a standing charge proper, but if not, it is very 
likely that advertising results will be less favourable 
during business interference than when activities are 
normal. 

The auditor should ascertain the annual amount of all 
these charges, add this amount to the net profit, and 
consider the aggregate as being the insurable amount if 
the business is in a static condition. If the business is 
increasing, a sum should be added to the figure so ascer- 
tained to provide for possibilities, bearing in mind that 
the insurance is subject to average on the following 
principle. 

AVERAGE. 

The total amount which the insurers could be called 
upon to pay in the worst event, in the case of twelve 
months’ interruption of the business, represents the total 
value of the property to which the insurance applies, and 
if the sum insured be less than such value, the insured 
becomes his own insurer for the difference. The most 
that the insurers could be called upon to pay under the 
policy would be represented by the sum ascertained by 
applying the earned profits percentage to the annual 
turnover, and the usual contract provides that if the 
percentage of the sum insured to the annual turnover is 
less than the ascertained profits percentage, the lower 
percentage must be used in working out the loss. 

It is very desirable therefore, in order to avoid dis- 
appointment, that the sum insured should be a full one. 
particularly as the offices generously allow a return of 
premium (limited in amount) if for any one year’s insur- 
ance the profits fall short of the sum stated in the policy. 
If a fire had occurred during the period, the amount 
payable might very well have borne a closer relation 
to the sum insured than the results disclosed in the absence 
of a fire, so that the practice of the offices in allowing 
these returns in order to encourage full insurance may fairly 
be described as generous. 


VARIABLE STANDING CHARGES. 


The accountant who is acting as auditor for the insured 
will have some responsibility in determining the details 
and amount of the insurance, and this is enhanced really 
because he has to consider his client’s interest, not only 
in getting proper cover, but in seeing that too much cover 
is not obtained. In the latter connection the insurance 
of variable standing charges may be the cause of a little 
difficulty. Firms with a large wage roll may, if they 
insure the whole of it, be called upon to pay a very stiff 
premium in relation to the cover obtained. If it is the 
intention of the insured not to dismiss any of their em- 
ployees during a period of interruption, whether such 
employees be skilled or unskilled operatives, or any other 
class of wage earners, and to pay full wages during such 
period, the annual amount of all the wages will obviously 
require to be covered. Usually, however, it should be 
possible to secure adequate protection by insuring for a 
proportion of the annual wage roll, leaving it open to 
decide, when a fire occurs, whether it would be better 
to retain certain employees only and pay them full wages 
or to keep all the employees off the dole by paying part 
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wages in order to retain their services. A considerable 
saving in premium can be effected if the latter course be 
adopted. 

It is recommended that wages and other expenditure 
of this class should, when the total annual amount is not 
covered, be insured by a separate item in the policy. 
Whatever amount may be decided upon for cover will be 
treated as an annual figure, and the loss under this heading 
ean best be calculated on the basis of increase in ratio 
of such expenditure to a diminished turnover, or if for a 
certain period no turnover is done, by taking the amount 
paid by the insured during that period as a measure of 
the loss. 

Loss ASSESSMENTS. 

Opinions may have been formed that when a fire occurs 
a heavy responsibility rests upon the profits assessor. 
This responsibility should not be too heavy when the 
assessor is an experienced accountant acting in collabora- 
tion with the insured’s own auditors. 

Difficulties in the early stages of a loss assessment will 
be reduced to a minimum if the insured appreciates that 
his interests and the interests of his insurance company 
are one. He will then not only do all that he would have 
done to protect his own interests if he had not had a 
profits policy, but will probably do just a little more 
because he has his partner, the office, to consider. In 
the great majority of cases insured do their duty in this 
respect. When an exception arises a reminder to the 
effect that there is a forfeiture clause in the contract if 
everything is not done to minimise interruption and avoid 
or diminish the loss will usually be sufficient. 

Upon the occurrence of a fire, a good fire loss assessor 
will be of inestimable assistance in reducing interruption 
to a minimum by making practical suggestions for salvag- 
ing and protecting machinery and plant and for obtaining 
temporary accommodation if possible, and the accountant, 
having the profits assessment in hand, will do well to put 
himself in touch with the fire loss assessor for confirmation 
that the insured has done all that can reasonably be 
expected to protect the interests of himself and the office. 


GENERAL PRINCIPLES. 

In the assessment of losses the accountant will find it 
useful to keep in mind the following principles :— 

1. Indemnity.—That the policy is a contract of in- 
demnity and that its intention is to provide a reasonable 
sum to replace the profits which shall have been lost in 
consequence of the fire. 

2. ‘“* Earnings”? as Distinct from ** Liabilities *.—That 
the policy only applies to actual earnings in the shape of 
the amount which may be required to meet continuing 
standing charges which may be specified in the policy, 
and to provide net profit. The insurance does not 
simply apply to standing charges as liabilities to be met, 
but to moneys which have to be earned to meet such 
charges. It is not the fact that payment of a certain 
charge is due on a certain date nor that such payment 
covers a certain period, which is the determining factor 
of loss under a profits policy. As an example rent may be 
cited. When insured under an ordinary fire policy it is 
the liability for rent which is covered, and the measure 
of the loss is the period for which the premises or part 
of them may be rendered untenantable. 
under a profits policy is not recoverable in the same way. 
It is the measure of the insured’s ability to pay the rent ; 
in other words, the earnings from which it is paid to which 
the profits insurance applies. 

The point may be illustrated a little further by con- 
sidering a seasonal business, such as a seaside hotel. 
This hotel may start business at Easter and may close 


Rent as insured ° 


at the end of September. Let it be assumed that a fire 
occurs at the beginning of March, totally destroying the 
property, and that it is eight months or so before it is 
completely reinstated. If the rent of the property be 
insured under a fire policy, eight-twelfths of the annual 
amount of the rent will be recoverable. Under a profits 
policy on the other hand, the whole of the rent will be 
recoverable because the period of interruption is repre- 
sented by the months in the year when the rent would 
have been earned. It is assumed, of course, that liability 
for rent continues after the occurrence of the fire, and 
this particular charge is only taken to illustrate a principle, 


3. Businesses Working at a Loss.—That if the earnings 
of the business would not have been sufficient if the fire 
had not occurred to meet the standing charges, the cover 
only extends to the proportion of such standing charges 
which would have been met by earnings. This is a most 
important, indeed the fundamental principle, of indemnity 
attaching to a profits policy. If a firm is not earning 
sufficient to meet its charges at the time a fire occurs, or 
more precisely would not have earned sufficient during 
the interruption period if the fire had not occurred, the 
firm is suffering ordinary trading losses for which the 
profits policy obviously is not intended to provide relief. 
The policy will only enable the insured to recover such 
an amount as will place him in the same position regarding 
earnings as he would have been if the fire had not occurred, 
sufficient to avoid the ordinary trading losses being added 
to by reason of the interruption caused by the fire, and 
consequently in many cases sufficient to save the firm 
from bankruptcy. 

4. Elasticity of the Contract.—That while the contract 
may contain a formula by which it is laid down the loss 
shall be assessed, and this formula should be followed 
in all essential principles, it should be interpreted equitably 
and in conjunction with the clause in the policy which 
enables the accountant to make necessary adjustments 
in the figures to meet changing trading circumstances. 


5. Increase in Ratio of Working Expenses not Increase 
in Cost of Working.—That the fact that certain uninsured 
expenditure may during the period of interruption show 
an increased ratio to a diminished turnover, the loss 
thereby sustained is not necessarily recoverable as increase 
in cost of working. Proof should be required that there 
has been actually additional expenditure incurred to 
maintain turnover. 

6. That the insurance is subject to average. 

As a final comment on the assessment of losses by 
accountants, the practice which many accountants have 
of submitting their draft report to the insured and to the 
company before signing it is one to be strongly recon- 
mended. Circumstances will arise, of course, when the 
accountant may deem it expedient not to follow this 
course, when naturally he will use his own judgment. 


TURNOVER AND OTHER STANDARDS OF ACTIVITY. 

It is quite impossible to cover within the scope of a 
paper of limited proportions the whole ground of profits 
insurance. For instance, throughout this paper it has 
been assumed that the standard of measurement of the 
activities of a business is always turnover. There can be 
no doubt that turnover is the only really appropriate 
standard because it is only by selling goods that profits 
are realised. Production alone does not produce profits, 
although policies are issued which employ output i 
quantities as the measure of activity. When productioi 
and sales keep step, there is little than can be advanced 
against this, but unfortunately since the war these col 
ditions have only ruled intermittently and for shot 
periods. The same remarks may be made with regatl 
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to the employment of input or consumption of raw 
material, and in the case of textile manufacturers, of the 
number of spindles in use at the time of the fire. 


The method of measuring interference with trading 
activities by a falling off in the amount of productive 
wages paid so that the sum recoverable under the policy 
depends upon the discretion exercised by the insured in 
retaining or dismissing his employees after a fire seems 
particularly undesirable and one to avoid as much as 
possible. There is something a little cynical in the idea 
that no loss can have been suffered unless certain employees 
are dismissed, and something a little fallacious in the 
notion that when all employees are reinstated earnings at 
once attain their normal proportions. 


There would seem to be little doubt that loss of turnover 
itself must afford the only true standard by which to 
measure loss of profits or loss of gross profit. 


BALANCE SHEET Po.icy. 
Space and time also prevent more than a passing 
allusion to the profit and loss account policy, or, as it is 
sometimes called, the balance sheet policy. 


There may be something attractive in the idea that loss 
of profits due to fire can be gauged by drawing up a profit 
and loss account for the period of interruption and another 
account for the corresponding period in the preceding year. 
Apart from the fact, however, that owing to stocktaking 
difficulties, it may be quite impracticable to present such 
accounts with reasonable accuracy, there is the objection 
that the account for the period after the fire may possibly 
show as good a net profit as the account for the earlier 
period owing to various factors, such as improving trade, 
or that if the net profit for the later period does show a 
falling off, part of such falling off may be due to circum- 
stances which have nothing to do with the fire. 


A further objection to this type of policy is the difficulty 
of assessing the insurable amount: an assurance for the 
amount of the net profit alone would obviously be of 
little use because the gross profit itself may be insufficient 
to meet the standing charges after a fire, due to the heavier 
incidence of certain production costs. 


Gross Prorit Po.icies. 

Policies which provide that the insured shall recover 
his normal percentage of gross profit on turnover lost as 
a result of a fire are simple enough in principle, but it is 
necessary and perhaps appropriate that this paper should 
draw to a close with a note of caution. The possibilities 
of such policies require very careful consideration. Is a 
definition of gross profit necessary in such a contract ? 


From the point of view of the insurers it is feared that it is. 
In that case what is the definition to be ? 


Gross profit is normally regarded as the figure by which 
the amount realised for goods sold exceeds the cost of 
those goods. On the other hand, for account purposes 
gross profit may be defined as the amount by which the 
sales realised, plus the value of closing stock, exceeds the 
value of the opening stock plus purchases and manufactur- 
ing cost. 

It would seem that working to either of these definitions 
must involve taking into account the value of stocks not 
sold, and it is in this connection that caution may be 
required. How are stocks in hand valued for account 
purposes ? Does the value include more than the cost 
of production ? 


While, therefore, there are prospects of developing loss 
of profits insurance in the direction of gross profit policies, 
and there is no doubt a great deal to be said in favour 
of them, it seems likely that for the present the principle 
of basing the cover on the amount earned to meet certain 
defined charges and to provide net profit is likely to hold 
the field. 


PREMIUMS ON PRoFITs POLICIES ADMISSIBLE AS DEDUC- 
TIONS IN INCOME Tax ASSESSMENTS. 

Before closing this paper, it may be of interest to 
observe that within recent months, following the judgment 
of the Judicial Committee of the Privy Council in The King 
v. British Columbia Fir and Cedar Lumber Co., Ltd., it has 
been recorded that official instructions have been issued 
by the Inland Revenue Authorities to inspectors which 
require the allowance of premiums on loss of profits 
policies as admissible deductions, and the credit of any 
recoveries under such policies as profits of trade. This 
would appear to be the very satisfactory conclusion of the 
question which was taken up by the offices with the 
Authorities during the war. 


ILLUSTRATION OF A Loss ASSESSMENT. 


For the benefit of those to whom the study of figures 
offers any fascination, a specimen illustration of a loss 
assessment under a profits policy is appended. It is 
necessary to point out that for the advantageous purpose 
of proving that the net profit available after the fire 
was the same as that earned before the fire, the trading 
conditions have been assumed to be static, no adjustment 
being necessary in the turnover figures when calculating 
the shortage and no variation being required in the 
profits percentage earned in the financial year preceding 
the fire. 


Dr. 


TRADING AND PROFIT AND LOSS ACCOUNTS. 


For THE FINANCIAL YEAR PRECEDING A Fire (1935). 


£ a & 
To Stock at January Ist, 1935 = 11,000 0 0O 
» Purchases .. .. £42,000 0 O 
Less Returns 2,000 0 0O 
40,000 0 O 
9 Wart (Inwards) . ee 1,000 0 0 
” 7 ae 16,000 0 O 
Poe Light ‘and Heat .. 2,000 0 0 
9 : Profit and Loss Account—Gross 
Profit = 40,000 0 0 
0 0 


| .. Stock at December 31st, 1935 
| 
| 


£ s. d 
By Sales .. £101,000 0 0O 
Less Returns on 1,000 0 0O 
100,000 0 0O 
10,000 0 0 


£110,000 0 0O 
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£ s. d. £ Ss. a i 
To Salaries <s os i soa 9,000 0 O | By Gross Profit (from Trading Account) 40,000 0 «4 
;. Directors’ Fees oa ia 3,000 0 0O ,, Rent Receivable and Interest on In- 
» Rent, Rates and Taxes. a 1,000 0 0 vestments ee ee i 2,000 © 4 
ae Carriage (Outwards). . ie oa 1,500 0 0O 
;, Insurance és oa 500 0 O 
» Insurance on “Mortgage me ma 600 0 0 
,, Trade Expenses 1,100 0 O 
» Postage, Stationery and Office r Expenses 800 0 0 
» Advertising .. 6,200 0 0O 
,, Auditors’ Charges, &e. oe ae 300 0 0 
. Repairs and Renewals an re 500 0 O 
», Depreciation ie a ea 1,500 0 0 
» Net Profit... < af a 16,000 0 O 
£42,000 0 0 £42,000 © 


Profits Insurance is effected for £45,000, made to as follows :— 


On Overhead Charges a Si del — a £26,000 0 0O 
.. Net Trading Profit ‘6 ii a a se 14,000 0 0 
., Variable Charges, viz.— 

Wages, Power, Light and Heat a ve ns it 5,000 0 0O 
£45,000 0 0 


A fire occurs on January Ist, 1936, doing considerable damage to Buildings, Plant and Stock, and causing a los: 
of sales of £60,000. Insured were able to carry on for some period by taking temporary premises, the cost of which. 
including alterations required and fitting up, came to £6,500. 

The Profits loss is assessed as follows :— 

The annual amount of the overhead charges and trading net profit being not less than the sum insured thereon. 
namely £40,000, or 40 per cent. of the sales for the Financial Year 1935, this percentage is, in the first instance, applied 
to the sales lost in consequence of the fire, £60,000 

4O per cent. of £60,000... eA . ja £24,000 © «4 


In addition, the normal expenditure (on the basis of the 1935 Renee on wages, power, light and heat 
for a turnover of £40,000 would, other things being equal, amount to 18 per cent. of that figure, 


viz., £7,200, whereas the sum spent under these headings was £10,100, showing a loss of .. 2,900 0 © 
£ s. d. 
Finally the extra cost of the temporary factory is brought into account, viz. .. 6,500 0 0 


Against which is to be set the following savings in the overhead charges : a 


2s. d. 
Rent .. 600 0 0 
Carriage outwards 300 0 O 
Trade Expenses ' 100 0 0 
Postages and Office Expenses 300 0 0 
Repairs and Renewals 400 0 0 
Depreciation 900 0 0 
2,600 0 0 
Making a net additional cost of working of .. - oe _ oe .——— 3,900 6 6 
Total amount recoverable under the Policy .. a ein = ty aS we i £30,800 0 ¢ 


Bringing this amount into the Profit and Loss Account for the year 1936 and assuming that all other things. «art 
from circumstances due to the fire, were equal, the accounts for 1936 appear as follows :— 


TRADING AND PROFIT AND LOSS ACCOUNTS. 
For THE FINANCIAL YEAR IN WHICH THE FrRE OCCURRED (1936). 


Dr. Cr. 
£ es ¢& £  @ 
To Stock at January Ist, 1936 .. .. 10,000 0 0O/| By Sales oe -. £41,000 0 0 
Less Returns - 1,000 0 0 
Purchases as .. £17,000 0 0O ———=—— S000 0 6 
Less Returns wa 1,000 0 0 | ,, Fire Insurance payments for Stock 
16,000 0 0) destroyed . -. 8,600 0 % 
.. Carriage (Inwards)  .. es - 400 0 0 Stock at December Bist, 1936 - 1,000 6 & 
., Wages - .. 8,800 0 0 
.. Power, Light and Heat | , 1,300 0 O° 
., Rent, &c., of temporary premises and 
other additional costs 6,500 0 0 
,, Profit and Loss Account—Gross Profit 6,600 0 0 
£49,600 0 0 £49,600 0 ° 
Benne 
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Dr. 


To Salaries a 

Directors’ Fees . . i 

Rent, Rates and Taxes 

Carriage (Outwards) 

Insurance ois - 

Interest on Mortgage 

Trade Expenses ale ad — 
Postages, Stationery and Office Ex- 
Advertising - = 

,. Auditor’ Charges, &c. 

Repairs and Renewals 

Depreciation .. ‘a 

Net Profit 


ccooscsce soscecco’ | 
cleccooo escosceco® 
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Cr. 

£ s. d. 

By Gross Profit (from Trading Account) 6,600 0 0 
,, Policy Moneys by Consequential Loss 
Insurance on Profits and Additional 

Cost os o° es -. 80,800 0 0 
., Rent receivable and interest on invest- 

ments os ee oe a 2,000 0 0 

£39,400 0 O 


N.B.—Variable charges were covered under a separate section of the Policy, the loss under these headings being 


assessed on the basis of the increased ratio which they bore to turnover. The maximum amount which could have 
been recovered in respect of them would have been 60/100 x £5,000 = £3,000, i.e., the proportion of the sum insured on 
them £5,000 which the turnover affected by the fire £60,000 bore to the turnover in the twelve months preceding the 


fire £100,000. - 


Notes ON ILLUSTRATION OF Loss ASSESSMENT. 

The accbunts as presented are, no doubt, not as they 
would bé prepared in practice by an accountant. 

The firm ate apparently manufacturers. At any rate, 
they carry on some processes because power appears in 
the expenditure in the trading account. 

There should, no doubt, be a manufacturing account 
showing firstly the prime cost of production, and secondly 
on-costs, such as factory rent and insurance, power, 
lighting and heating, and so forth, with finally the factory 
cost of production. 

For reasons of utility the cost of production is all 
covered by the trading account excepting the factory rent 
and insurance and depreciation, which has been included 
in the profit and loss account. 


A policy covering gross profit only could hardly be 
considered sufficient to meet the circumstances of this 
case. In the event of a fire causing a total stoppage the 
firm could not afford to lose control of all their productive 
labour, and it is necessary, therefore, to make some pro- 
vision for payment of wages or part wages during the 
interruption. It might be quite impossible following such 
interruption to reduce their other production costs— 
power, light and heat—so that they would not represent 
a higher ratio than the normal to the sales effected during 
the period. Provision ought to be made, therefore, to 
meet the expectant loss under those headings. 

Insuranee, therefore, has been effected to cover gross 
profit plus an amount of £5,000 on wages, power, light 
and heat. It does not matter very much whether the 
policy covers gross profit per se or the standing charges 
shown in the profit and loss account plus the net trading 
profit. The amount of the net profit earned on trading 
is, of course, £14,000. The receipts from rents and 
interest on investments were not at risk by fire at the 
factory. If necessary, the rents receivable may be 
separately insured against loss through destruction by 
fire of the property from which they are derived. 

_ Advertising was mostly under contract at the time the 
insurance was effected. 

It is a coincidence arranged to simplify the assessment 
that the fire occurred on the first day of 1936. The 
figures for the financial year preceding the fire and the 
twelve months preceding the fire are accordingly the same. 


Supposing, however, that the fire had occurred later 
on in 1936, and that the sales for the twelve months 
preceeding the fire had proved to be £120,000, the per- 
centage of earned gross profit for 1935 having been 40 
per cent. the insurable value so far as gross profit was 
concerned would have been 40 per cent. of £120,000, 
namely £48,000. An insurance for £40,000 on gross profit 
would accordingly have been insufficient, and the insured 
would have stood to bear 8/48ths of the loss of gross 
profit. Instead of recovering the earned rate of gross 
profit, namely 40 per cent. of the sales lost through the 
fire, the firm would have recovered only 334 per cent. 
of such sales, namely, the percentage which the sum 
insured on gross profit, viz., £40,000, bore to the sales 
for the twelve months preceding the fire. 


Cover in respect of production costs need not necessarily 
be affected by the increased turnover. 


During the period of interruption the sales fell by 
£60,000. It would be necessary to confirm that this fall 
could reasonably be considered to be due to the fire, and 
was not contributed to by any other factor. Having 
done so, the earned gross profit percentage—40 per cent.— 
will be applied to the shortage, producing a sum of 
£24,000 as the loss of gross profit if no saving has been 
effected in the standing charges. The loss would obviously 
be reduced by the amount of such saving, and therefore 
the liability of the insurers would be lessened corre- 
spondingly. There was, as a matter of fact, a certain 
saving in some of the Standing charges, which is dealt 
with later. 

The additional expenditure amounted to £6,500, which, 
it must be assumed, was reasonable and necessary in 
order to diminish the loss of profits. The turnover after 
the fire was £40,000, earning a gross profit of £16,000, 
and part of it was apparently able to be earned by virtue 
of the measures taken which involved increase in cost of 
working. 


In most modern policies there is a proviso which would 
have the effect of limiting the liability of the insurers, 
in the present case, so far as increase in cost of working 
is concerned to 40 per cent. of any turnover secured as a 
result of the additional expenditure. 


All the standing charges and net profit of the business 
are covered by the policy, and the amount of £40,000 is 
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adequate, so average does not apply to increase in cost 
of working. Ifthe policy were one which covered profits, 
i.e., net profit and specified standing charges as distinct 
from gross profit, and the standing charges specified in 
the policy were not all those which the firm had to meet, 
the unspecified ones would be brought into account for 
¢the purposes of average, the principle being that the 
additional cost contributed towards reducing the loss 
under the unspecified headings as well as the specified 
ones, and as the insured had elected to run their own risk 
so far as unspecified standing charges were concerned, 
so also they should share the increase in cost of working 
incurred to protect their proportion of the charges. 

In the present case, however, there is no question of 
under-insurance, so the additional expenditure of £6,500 
becomes payable under the policy in full. 

We now have a total of £30,500 for which the insurers 
are liable which, however, is still reducible by any saving 
in the standing charges. 

The next step is ascertaining the loss arising under the 
heading of production costs. 

The normal ratio of production costs to turnover as 
disclosed by the accounts for 1935 was 18 per cent. For 
the purpose of calculating the loss payable under the 
policy it is assumed that the production costs on a turnover 
of £40,000 would be £7,200, viz., 18 per cent. of the 
turnover. Actually the costs amounted to £10,100, 


namely :— 
Power, light and heat 1,300 
£10,100 


It may be taken, therefore, for the purposes of insurance, 
that the loss sustained in respect of these costs was the 
amount by which the actual expenditure exceeded what 
might be considered to be the normal expenditure. 
According to this reasoning, the amount payable for 
production costs becomes £2,900. 

There is now a total of £33,400 for which the insurers 
are liable, but this stands to be reduced by the following 
savings in the overhead charges. 


Rent .. oe ee oe o* £600 
Delivery expenses oe ee 300 
Trade expenses... as - 100 
Postages and office expenses’... 300 
Repairs and renewals on cs 400 
Depreciation os 900 


making a total saving of £2,600. It appears to be unneces- 
sary to comment individually on the saving under these 
headings. Perhaps the most straight-forward way of 
dealing with them is to regard them as requiring to be 
taken into account when assessing the additional expendi- 
ture due to the fire. For instance, if it is necessary to 
rent temporary premises, the additional expenditure 
occasioned by this rental will be the whole of the rent 
if there is no reduction in the rental charges of the 
permanent premises. If there is any reduction in the 
latter, then the additional expense is, in effect, reduced 
accordingly. 

In the present illustration the saving in the overhead 
charges has, therefore, been treated by setting the amount 
of such saving against the cost of the temporary factory, 
and a net additional cost is shown amounting to £3,900 
instead of £6,500. 

We previously had a figure of £33,400 as payable 
for loss of gross profit, increase in cost of working and loss 
on production costs. This is now reduced by £2,600, 
making the net liability under the policy £30,800. 


Taking the accounts after the fire, it will be seen that 
credit has been given for the money paid under the 
ordinary fire policy covering the stock. The amount of 
such moneys represents the cost price of the stocks— 
manufacturing cost only—which in most cases would 
probably be considerably exceeded because on-costs such 
as factory rent, depreciation, &c., would be allowed. 

Stock as at December 31st, 1936, has also been taken 
at manufacturing cost only. Probably this figure is too 
low. Again, the normal manufacturing cost only has 
been allowed—not any increased cost which may be due 
to the fire. In so far as this increased cost arose under 
the headings of wages, power, light and heat, it has been 
recoverable under the consequential loss policy on the 
basis of an increase in ratio on the diminished turnover. 

Some critically-minded people may be disposed to point 
out that the stocks in hand at the end of the period are 
only worth £1,000, whereas at the beginning of the period 
they stood at £10,000. It is true that stocks have not 
yet been replaced. The insured have, however, received 
cash for the stock which was destroyed, and actually 
have not yet expended that cash in replacing stocks. 

Stocks in hand can be either stocks required to meet 
current orders, or surplus goods accumulated in process 
of time over and above what trading requires. In the 
ease under consideration it is assumed that the accumu- 
lated stocks were destroyed by the fire, that during the 
ensuing twelve months interference with production has 
ceased, that turnover is back to normal, and that the 
stock in hand at the end of the year, namely £1,000, will 
be sufficient to meet normal current trading requirements. 
No doubt stocks will tend to accumulate again as they 
did in the past. 

The figures under consideration do, it is suggested, tend 
to prove the approximate soundness of a method which 
can be applied to the assessment of losses under profits 
policies. Ifthe trend of the business at the time of the fire 
had been in an upward direction, or if prices had changed 
in a direction which enabled a larger margin of profit to 
be earned, the terms of the modern estimated policy 
should enable a correspondingly greater sum to be re- 
covered than that which it was possible to place to the 
credit of the accounts for 1936, with the result that a 
larger net profit would be shown than that revealed by the 
1935 accounts in spite of the fire which happened. 


Discussion. 

Mr. G. E. Tarrersaui : The honour is afforded me of 
opening the discussion to-night, and whilst it is one that I 
greatly appreciate, it is not exactly an easy task, because 
not only have I to contend with the difficulty which my 
colleague, Mr. Brodie, indicated—that we are not quite 
sure as to what particular aspects of the subject will most 
appeal to you—but I have also to contend with the fact 
that his review of the subject has been so comprehensive 
that really he has left me very little to say. I propose, 
therefore, to be very brief. Now I have no doubt that 
many of you gentlemen are acquainted both with fire and 
with profits policies, and you may have noticed that 
whereas in the fire policy we merely say “* on the buildings 
situated so and so, so much,” without stipulating any 
basis on which claims should be settled, in the profits 
policy we go beyond that and we provide a formula 
whereby the loss shall be measured. The reason for that 
-is that when we are dealing with buildings and machinery 
we have something concrete to deal with. We know what 
the buildings cost originally, or what they would cost to 
reinstate, and the same with machinery, whereas 
profits insurance we are dealing with an entirely different 
set of factors. That is to say, nobody knows at the present 
moment how much he will earn both by way of net profit 
and in order to meet standing charges during the next 
twelve months. We therefore lay down a formula which, 
in our experience, provides a basis of measuring this 103s 
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as nearly and as fairly as we are able to do so. Your 
Chairman, in his opening remarks, mentioned that, 
generally speaking, the accountant comes into touch 
with this question of profits insurance at two particular 
points : first of all in the making of the proposal and the 
fixing up of the insurance at the outset ; and secondly, 
when a loss arises. Now so far as the fixing up of the 
insurance is concerned, there are three particular points 
which it is very important to bear in mind and on which 
I think an insured would invariably seek your advice. 
The first is the sum insured. As Mr. Brodie has stated, 
the sum insured should represent the net profit added to 
the standing charges—that is the continuing charges— 
or, very broadly speaking, the gross profit, to which, in 
some cases, is added certain other items such as wages, 
which are deducted before the gross profit is arrived at. 
In all cases it must be borne in mind that the sum insured 
is fixed on the basis of annual figures. The second matter 
to bear in mind which is of importance is the length of 
the period of indemnity, and there I would like to empha- 
sise what Mr. Brodie has stated, that it is not merely a 
question of the time necessary to re-erect a building or 
replace machinery, but you must take account of the fact 
that even when the new building is erected and the 
machinery installed, it does not follow that the insurer’s 
business will flow back straight away on the normal basis. 
Therefore it is very desirable to allow some margin 
over and above the time necessary for reinstatement of 
buildings or plant. The third matter is the question of 
the basis of measurement to be selected, and, as Mr. 
Brodie stated, in a large majority of cases there is no doubt 
that the measurement on the basis of turnover is most 
advantageous, easiest, and is best both in the interests 
of the company and the insured. There are, of course, 
cases where turnover does not provide a suitable basis, 
and in those circumstances the companies are always 
prepared to consider the substitution of some other basis, 
such as production wages or output, as Mr. Brodie has 
mentioned. Passing next to the position when a loss 
arises, I would remark that the accountant may be 
concerned from two different angles. He may be putting 
the claim forward on behalf of the insured, in which case, 
of course, he is required to certify certain figures in the 
terms of the policy. When he has grasped the definitions 
which have appeared in the policy and the formula which 
is provided, I do not think in the average case that will 
present very much difficulty. The other point that 
arises there is the question of the increase in cost of 
working, and so far as that is concerned it is very important 
to bear in mind that the increase in cost of working is 
really paid by insurers as a salvage expense—that is, it is 
not a question of money which can be thrown about in 
any circumstances ; it has to be an economic payment 
which serves two purposes, first of all the resuscitation of 
the business and to assist the insured, and secondly, to 
reduce the loss on turnover which would otherwise have 
occurred. The second place in which an accountant 
often appears on the scene is when he is acting in con- 
nection with the actual settlement of the loss. There 
additional features arise, because questions may occur 
as to whether a certain particular item is really an 
increased expense, and various other factors, but those 
are apt to be rather too difficult for me to enter into 
detail to-night, except to say, in passing, that it is very 
rarely any real difficulty arises in connection with those 
matters. Those are the only observations I have to offer. 

Mr. W. A. WaLMsLEY : As a colleague of Mr. Brodie’s, I 
van hardly heap praises upon his head for his paper to- 
night, but perhaps I might be permitted to say that I 
think in his last illustration he has given us a very clear 
example of what we—that is, the insurance companies— 
intend to do by a profits policy. He has shown very 
clearly how that all important figure, the net profit— 
the amount available for distribution as dividends or 
amongst the partners of the business—is preserved 
from two great dangers, as it were, which follow a fire— 
loss of business and additional cost. And how the pay- 
ments under a profits policy, when they are credited in 
the profit and loss account, restore the net profit to its 
original figure. A previous speaker mentioned that in 


profits policies we set out, though only in very broad 
outline, the methods upon which we settle profits losses, 
but we do not attempt to etch in, as it were, the details, 
so as to make a complete picture. In the event of a loss 
the assistance of a skilled accountant is of the greatest 
value in etching in those details, but it does seem that 
before he can take on that task he should understand the 
primary principles upon which the offices conduct this 
class of business. I venture, therefore, to express the 
opinion that it would repay any practising accountant 
to study just a little the principles upon which the business 
is conducted, so that when he is called upon to assist and 
advise a client—who in one case may be the insured or in 
another the insurance company—he can use his profes- 
sional skill to the best advantage having in mind the 
principles upon which this business is conducted, and, of 
course, never losing sight of the fundamental principle 
upon which all fire insurance is based—that is, indemnity, 


Mr. A. O. CLEAVER: I am sure you will all agree that 
my colleague, Mr. Brodie, has covered a somewhat 
intricate subject very fully in the relatively brief time at 
his disposal, and the previous speakers supporting him 
have dealt with further points, so that there are very 
few matters to which I can refer which have not already 
been mentioned. I would just refer to two little points 
of which I made a note, in which accountants can be of 
considerable assistance to insurance companies if they 
will give their clients advice at the inception of the 
contract and also in the matter of calculating each year 
the earned profits for the purpose of claiming the return 
of premium to which Mr. Brodie has referred, and that is 
the question of what are and what are not to be included 
as wages to skilled employees. That expression ‘“* Wages 
to skilled employees ”’ is employed very frequently, but 
very often one finds that there is no real understanding 
before a fire occurs as to which grades of employee are to 
be included in that expression, and it would be of material 
assistance, in the event of a possible fire, if it could be 
clearly understood as between the company and the 
client just what grades of employee are to be regarded 
as skilled and brought into that category in the event of 
fire. A further point as to the adequacy of the insurance 
turns on the premises which are included in the scope of 
the insurance. A policy is designed to cover loss of 
profits arising from interruption of business by a fire at 
certain specified premises, and in certain circumstances 
the insured may be in the position of being dependent 
on firms other than his own or premises other than the 
main factory, for an integral part of the product, and it is 
very important this point should be considered before the 
fire, and if necessary the policy should be extended to 
such cther premises. A final point on the question of the 
perils which are to give rise to the interruption or inter- 
ference. Normally we cover fire and certain limited 
explosion risks, but many firms to-day are extending it 
to include a number of extraneous perils, notably full 
explosion, riot and civil commotion, and, in some cases, 
water damage. You will see the importance of the profits 
policies being similarly extended. I would refer to the 
proviso made in every profits policy that the material 
loss must be insured ; that is to say, that normal fire 
must be covered and that liability must have been admitted 
for the material fire damage. On this question of perils, 
therefore, it is essential to see that the profits insurance 
includes what we may term a special peril, and that there 
is a material policy—that is, a policy designed to cover 
the material loss from that cause. 

Mr. B. D. Nicotson: After what has been said b 
previous speakers, I do not think there is very ate | 
more for me to add. In your profession you gentlemen 
are used very much to figures, and I think we all have had 
plenty of food for thought. In particular, I should just 
ike to thank you, on behalf of the men of the insurance 
profession, for your kind invitation to us to be present 
to hear Mr. Brodie’s lecture. Quite apart from the benefit 
that we have received from your association, I am quite 
sure that one and all of us have found Mr. Brodie’s 
paper very interesting indeed. He has given us a number 
of fresh points for our own consideration. 
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Mr. D. Manony : When a man is a master of his subject, 
like Mr. Brodie, he makes it seem so easy to the listener 
that there may be some danger of the listener believing 
that the subject is easy, but I warn you not to be led 
away by Mr. Brodie’s efficiency. Take, for instance, 
the example he has put in front of us to-night. It seems 
to me that the circumstances must be extraordinary, but 
if they are not, then his example is the most amazing piece 
of assessing I have ever seen. If 1 did not know him so 
well, I might even have hazarded a guess that he had not 
read his policy. You will notice that he has given full 
indemnity for a full twelve months. Now just imagine 
yourself, an innocent accountant, ing in that claim for 
£30,000 to the insurance company, and think what would 
happen. The company would hand it over immediately 
to an assessor and probably in due course you would have 
an interview with the assessor and he would tell you that 
the period of indemnity which was shown at twelve months 
on the claim could not possibly, under any circumstances, 
be twelve months. Now you will probably point out to 
him that under the terms of the contract your client has 
paid a premium for twelve months and that he expects 
to get twelve months’ indemnity. The assessor will 
probably say to you, ** That is all very well, but, you know, 
your client has not put 5s. on a horse ; he has backed the 
principle of indemnity and must not be allowed to make a 
profit ” ; and he proceeds to argue that there are all sorts 
of circumstances, outside the fire, which affect your loss. 
He will point out to you that in the policy the period of 
indemnity, although expressed to be twelve months, is 
really defined as the period within which the loss of gross 
profit shall occur as a result of the fire. Just take an 
extract from a policy : ‘* The period within which the loss 
of gross profit shall occur as a result of the fire, but not 
exceeding twelve months.” You will very likely have 
some considerable argument. He will ask you when your 
machinery was put in. If you say it was put in two 
months after the fire, he will proceed to argue that then 
you have ten months’ full working. If it so happens 
that your client is under-insured, and you contend that, 
because of the under-insurance, there was a shortage of 
working capital and consequent loss, you are finished. 
He will probably offer you £5,000 and tell you you are 
lucky to get it. So much for one point. I do not say 
that happens in every case, but it does happen. There 
is one other feature, and I think it is probably one of the 
greatest difficulties in loss of profits insurance—that is 
the question of anticipating what cover is necessary when 
taking out a policy. In one particular kind of policy there 
is a calculation which is known as the percentage of 
adjustment. When you try to work out that percentage 
you will find that eventually it becomes the percentage 
of an unknown quantity. It is an impossible thing to 
anticipate, as it depends on the future increase or decrease 
of turnover. When you are advising your client in the 
early stages, I think probably the best thing is to recom- 
‘mend him not to take a policy with a percentage of 
‘adjustment clause in it at all. He will almost certainly 
be under-insured or will pay an inflated premium for over- 
insurance. You can get other, more straightforward 
policies which ensure a clean relationship between the 
profits and the turnover, and you have some hope in that 
ease of being able to calculate what cover your client 
ought to take. There is one other point that has given 
me difficulty, and it is a point on which I would like Mr. 
Brodie’s assistance. Sometimes an accountant finds his 
name inserted in a policy as the accountant who is to 
adjust the figures, with the qualification that the adjust- 
ment is to be so far as it relates to matters of account. 
My experience is that when the claim is lodged, even if 
your name is on the policy, it is passed over to an assessor 
and you become more or less forced into the position of an 
advocate for the insured whilst the assessor acts for the 
insurance company. Then you gradually get down to 
the same old thing—a long argument—an argument as 
to whether the period of indemnity is to be limited by 
certain events or whether it goes the full course and all 
‘the rest of it, and finally you find that, although your 
‘name is in the policy, you: have really no power of any 
kind to say ‘‘ This is what must be done.” You have to 


t the better of the assessor at argument if you can. 
pe like to hear from Mr. Brodie what is the position 
of an accountant in those circumstances and what ought 
he to do. 

The CHarrMAN : Just before I call upon Mr. Brodie to 
reply, it is with very considerable trepidation that [ 
venture to make a few observations upon this question 
of loss of profits insurance. After all, it is consequential 
loss insurance, and from such experience as I have had 
in connection with the settlement of claims that arise, 
I have not been favourably impressed with the desirability 
of this class of insurance. I have one case very specially 
in my mind. Clients of mine paid big premiums year by 
year. It was a company in which there were debentures. 
They suffered a total loss, and the question arose as to the 
settlement of the indemnity under their loss of profits 
insurance. Now, as it happened, a large part of that 
company’s capital was represented by debentures, and 
the debenture-holders refused to allow their debenture 
capital to remain in the company, and the company, being 
unable to raise capital to continue its business, the business 
ceased. They not only lost their profits for the period of 


- interruption, but they lost them completely. When I 


came to discuss the question of the indemnity under the 
loss of profits policy, I was referred to a clause in the policy 
which said that if the business was not continued, no 
indemnity would be paid whatsoever. Mr. Brodie referred 
to another type of consequential loss policy. That is, 
where the indemnity for consequential loss is fixed by 
reference to the amount of the indemnity under the fire 
insurance policy. Now there is a big advantage in that 

of insurance, and wherever I am interested personally, 
that is always the type of loss of profits insurance which 
I go in for. 1 do not think that the fire insurance companies 
are generally favourable to that class of insurance, but it 
is a policy which can be obtained at Lloyds, and when a 
claim does arise under a policy of that kind the amount 
of the indemnity is easily and quickly ascertained. It 
follows the fire insurance settlement, and there is no 
question of a lot of difference of opinion, as there must be 
in the case of the ordinary loss of profits policy. I mention 
that because I shall be interested to hear what counter 


“argument Mr. Brodie has to make against it, 


Mr. Bronte : With regard to the percentage of fire loss 
policies, my experience of them is this. I have usually 
only got to meet an insured who has had a fire and who 
has had one of those policies and has made his claim and 
had it settled, to find that he is the man for a full profits 
policy. It seems to me obvious that the amount recover- 
able under the former policy need have .no relation 
whatever to the loss of profits which a man has sustained. 
So many fires can occur which cause a relatively small 
claim under the fire policy, when the. amount payable 
under the percentage of fire loss policy would be absolutely 
insignificant, whereas the actual loss of profits sustained 
might be very considerable. We do hear of those cases— 
personally I have heard of them more than once—where 
these percentage of fire loss policies have been in existence 
and there has been a fire damaging some particular 
part of the premises. Either the fire has damaged some 
part of the property to which the percentage of fire loss 
policy was not intended to refer and the insured has got 
nothing at all, or else the amount of fire loss has been so 
small that the amount he has recovered in respect of 
profits has been relatively trivial. Take the case of a 
shopkeeper, who has a fair little business. His shop front 
is slightly damaged and he has to put;up boards for two 
or three weeks. What is he going to get under one of 
those policies? Practically nothing at all, unless he 
happens to have insured under his percentage of fire loss 
policy for an amount many times as much as his ordinary 
fire loss insurance. It seems to me there can be little 
defence for these policies if what we want to do is to provide 
indemnity for a loss which a man. may suffer. They 
hardly pretend to do that, and it is rather difficult some- 
times to say what they will pay. Do they require proof of 
loss ? Will underwriters state that no proof of loss is 
required other than that so much :was paid under the 
fire loss? I am rather surprised, sir, to hear that a man 
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of your standing regards those contracts as efficient 
instruments of indemnity. With to the condition 
in the policy which you mentioned, I should be glad to 
know whether the office which had to meet that claim did 
ultimately pay nothing for the loss. We cannot criticise 
what an office does, particularly when the exact circum- 
stances are unknown to us, but I[ think you will find there 
is a tendency now for the condition about liquidation of 
a business after a fire to be dispensed with. The offices 
want to feel definitely, however, that everything will 
be done to minimise the loss. Regarding Mr. Mahony’s 
point as to the accountant’s name being inserted in the 
policy, did he know nothing about it until the loss 
occurred 2? [Mr. Manony : He did not know.] The first 
thing I would want to know would be why people were 
taking so much liberty with my name without getting 
permission. The next thing I can say about it is this. 
{ think it may be rather a misleading condition. It may 
lead the insured to believe in many cases that his own 
accountant is going to assess the amount of the loss, 
whereas all that it does is to safeguard the insured against 
another firm of accountants being called upon to go into 
all his books to investigate, and perhaps find out certain 
matters relating to his business which he would not wish 
them to know. That is really the only effect of that 
clause* It enables the insured’s auditor to produce the 
figures that may be required by any assessor or inde- 
pendent man who has been appointed to assess the loss. 
(Applause.) 


Mr. E. Cassteron Exuiotr: Mr. Chairman, I have 
known you for some years now, and I have known you 
fora very astute man. You have the power of delegation. 
You have learned it in a great school and you delegate 
wherever you have the opportunity. I can quite under- 
stand that in the circumstances you, having just been 
admonished by the speaker, prefer not to propose a vote 
of thanks to him for his services. (Laughter.) I am 
sure I am wrong there because one thing you do not lack, 
and that is courage. However, I am glad that you have 
given me this opportunity of saying how much we appre- 
ciate the time which Mr. Brodie has spent on his paper. 
Some of you may imagine it is quite a simple thing for a 
man to sit down in his office and dictate a paper running 
into 25 pages, but I can assure you that is not the case. 
It has required considerable thought and research, and 
he has prepared his paper, if I may say so with respect, 
extraordinarily well. I do not know who gave him his 
brief. I am wondering whether it was one of the secre- 
taries of this Society who suggested to him the framework 
of his paper, because I have never heard anybody lecture 
in this hall on any subject except accountancy which so 
favours the professional accountant. For that we thank 
him. I can quite understand that in classes of insurance 
of this kind the accountant is necessary ; in fact, I think 
we who are accountants here think he is essential, but to 
have a member of the tariff offices tell us so, without any 
conditions whatever, is a delight to us. We are very 
glad to know we are so useful. I now come to the next 
point. He says, ‘“* You must consult your accountant, 
before the policy is framed, as to the conditions to be made 
in that policy.” It is very advisable indeed for the 
insured to go to his accountant and say to him, “ I am 
thinking of entering into a loss of profits policy. I am 
going to the Guardian Assurance Company, and that 
company has suggested that I should consult you as to the 
amount for which I should insure, and so on.”” But you 
spend many hours with your client, and then at the end 
of the time, when the policy has been written and issued 
to the client, you look at your time ledger and think of 
sending in a bill to your client. Here a difficulty arises. 
I would just ask Mr. Brodie, who is to pay the modest 
accountant for the work he has done prior to the policy 
being entered into? He has pointed out to me that in 
that case the client pays. I should have thought it 
would have been rather the other way, because the 
accountant has been advising the insurance company. 
I should have thought that the insurance company would 
have been only too pleased to pay out of its first premium. 
However, that would possibly make the accountant an 


agent of the insurance company, a thing I deprecate very 
much indeed when there are insurance brokers who are 
expert in this matter. Therefore I think in cases of this 
kind a proper method to be adopted would be for the 
insured to consult his insurance broker and for the insur- 
ance broker possibly to pay a fee—not in any way a sharing 
of commission. That is the only way in which the debit 
in the time ledger can be satisfactorily settled, and by 
that method the insurance company would pay, although 
not directly. We are very grateful to you, Mr. Brodie, 
for coming here this evening. We have listened to your 
paper. It is a paper which can be read in detail in the 
Journal, and it will be published very soon. Mr. Mahony 
does not seem to like your illustration. I confess I do 
not with him, because it fits together so beautifully. 
You notice the profit at the end of the year of disturbance 
is the same as the year before. It is perfectly true it 
says conditions were static. That is all right. The 
insured was perfectly satisfied. When we do read the 
lecture we shall read it with all the greater interest for 
having had the privilege of listening to Mr. Brodie this 
evening. On behalf of all the members of the Incor- 
porated Accountants’ London and District Society, | 
thank him. 


The vote of thanks was carried by acclamation. 


Mr. Bropie : Thank you very much. I do not like to 
discuss such delicate questions as the matter of fees 
between accountant and client. With regard to the 
specimen statement, I feel it is a good thing it works out 
exactly, because if it had been too little your Chairman 
would have said the percentage of fire loss policy would 
have paid the difference, while if it had been too much 
Mr. Mahony would have immediately begun to hunt 
around and say, “* What a suspicious circumstance.”— 
(Laughter.) 

The proceedings terminated with a vote of thanks to 
the Chairman, proposed by Mr. R. A. Wirry. 


Society of Incorporated Accountants 
in Ireland. 


ANNUAL MEETING. 


The thirty-third annual general meeting of the Irish 
Branch of the Society of Incorporated Accountants was 
held in Dublin, on May 13th. The President, Mr. A. J. 
Magennis, M.Sc., occupied the chair, and there were also 
present Mr. A. H. Walkey (Vice-President), Mr. Norman 
Booth (Belfast), Mr. Robert Bell (Belfast), Mr. D. Tilfourd 
Boyd, B.Com.Se. (Belfast), Mr. W. R. Rawlinson (Belfast). 
Mr. William L. White (Cork), Mr. James A. Kinnear, 
Mr. A. J. Walkey (Hon. Secretary), Mr. John Mackie, 
Mr. G. J. O'Callaghan, B.Comm., Mr. W. M. Budd, 
Mr. John Love, Mr. C. J. Dalton, Mr. R. P. J. Smyth, 
Mr. Joseph G. Dowling, Mr. Gerald J. Moore, and Mr. 
T. R. Beddy. 


In proposing the adoption of the report and accounts, 
the President said there was every reason to be satisfied 
with the present position of the Branch. The membership 
had reached a total of 186, and the balance sheet showed 
the financial position to be sound. 


During the past year the economic position of the 
Irish Free State had in many respects improved, and they 
were gradually reaching the stage when most of their 
requirements in food and clothing would be produced 
at home. New industries had been established and the 
older ones developed to an extent which few anticipated 
a year ago. There was abundant evidence that trade 
and industries were expanding. The adverse trade balance 
was diminishing. Bank clearances during 1935 were up 
by no less than £7,000,000; railway receipts showed 
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increases under all heads of traffic, and there were many 
other encouraging signs of an upward trend in the trade 
of the country. Their main industry, agriculture, was 
not quite so stagnant as it was a year ago. The Coal- 
Cattle pacts entered into between the two Governments, 
together with increased tillage, had helped materially to 
mitigate the lot of the agriculturist. The remarkable 
success last year of the conversion loan operation, due 
largely to the co-operation of all parties, was a striking 
example of what united action could accomplish. If the 
industrial development had added to the already heavy 
burdens on the accountancy profession, it was not for them 
to complain, and he felt sure they would not be slow to 
avail themsleves of any opportunities for increasing their 
clientéle. 


Professionally, they knew no border ; as an Ulsterman 
born and a Cork man by adoption, he rejoiced, as indeed 
they all rejoiced, that the great staple industries of 
Northern Ireland were recovering their old-time prosper- 
ity, and he expressed the hope—which he was sure was 
shared generally in the Irish Free State—that the rate of 
recovery would be greatly accelerated during the present 
year. He trusted that Northern Ireland would get its 
full share of the vast sums provided in the recent British 
Budget for defence purposes. There were many matters 
of common concern in which North and South could 
be mutually helpful without the sacrifice of principle on 
either side. The increasing prosperity of Northern 
Ireland would favourably affect the prosperity of the Irish 
Free State, which last year exported to the Six Counties 
commodities to the value of £1,960,008, while they 
exported to the Free State £938,872 worth of their goods. 
There was here a gap which they ought to be able to fill by 
the exercise of good will and good sense in their mutual 
trading relations. The Irish Free State had also much in 
common with Northern Ireland, even outside the indus- 
trial sphere. On the cultural side, the North was creating 
a tradition in pictorial art and the drama altogether 
praiseworthy. 

The death of Sir James Martin was deplored by them 
all. He was an outstanding figure in the profession for 
close on half-a-century, and those who had the privilege 
of meeting him from time to time, professionally or 
socially, would not soon forget so gracious and charming 
a personality. 

The future of the Irish Branch was in the hands of the 
younger members and the students, and it would be their 
business to maintain the prestige of the Society, to add to 
its numbers, and to feel a pride in the position it occupied 
to-day, not only in Great Britain and Northern Ireland, 
but in all the British Dominions. 


Mr. A. H. Walkey seconded the motion, which was 
carried unanimously. 


The retiring members of the Council, Mr. Norman 
Booth and Mr. Robert Bell (Belfast), and Mr. A. J. 
Magennis, M.Se. (Cork), were re-elected. The Hon. 
Auditor, Mr. T. Condren Flinn, was also re-elected. 


A vote of thanks to the President terminated the 
proceedings. 

At a Council meeting held subsequently, the following 
officers were elected for the year 1936-37 :—President, 
Mr. A. H. Walkey (Dublin); Vice-President, Mr. J. D. 
Thompson (Belfast); Hon. Treasurer, Mr. R. L. Reid; 
Hon. Secretary, Mr. A. J. Walkey. 

Report. 

The Council has pleasure in submitting to the members 
its thirty-third annual report for the year ended 
March 3ist, 1936. ' 


MEMBERSHIP. 
The total number of members at March 3lst, 1936, 
was 186, consisting of 48 Fellows and 138 Associates. 
There were also 203 Students. 


OBITUARY. 


We regret to report the deaths of Mr. W. E. O’Shea. 
of Cork, after a prolonged illness, and of Sir James A. 
Cooper, K.B.E., who prior to going to England some 
30 years ago had practised in Dublin. 


EXAMINATIONS. 


The number of candidates who presented themselves 
for examination at the Dublin and Belfast Centres in 
May and November, 1935, was 101, as compared with 
94 in the previous year. The results were as follows :— 


Total. Passed. 
Final a es 35 bi 15 
Intermediate Pe “ 50 se 18 
Preliminary . . sie oo 16 oe 8 
101 - 41 


STUDENTS’ SECTIONS. 


There were seven Students’ Meetings for lectures and 
discussions held in Dublin, and five in Belfast. 


ANNUAL DINNERS. 


The annual dinner of the Irish Branch, which was 
to have been held on January 25th, 1986, was postponed. 
owing to the death of King George V. It is proposed 
to hold the dinner next autumn. 

The Belfast and District Society held its annual dinner 
on December 2nd, 1935, Mr. Robert Bell, the President. 
presiding, the principal guest being the Prime Minister 
of Northern Ireland (Viscount Craigavon). Amongst 
those present were: Mr. Walter Holman (Vice-President 
of the Society of Incorporated Accountants and Auditors). 
Mr. Percy Toothill (member of the Council), Mr. A. B. 
Babington, K.C., M.P., Sir Ernest Herdman, and Mr. 
G. B. Hanna, K.C., M.P. 


DEATH OF SIR JAMES MARTIN. 


Since our last annual meeting the Society has suffered 
a severe blow by the death of Sir James Martin. Sir 
James was one of the chief architects of the Society, 
and never spared himself in furthering its interests. A 
man of great ability and of an arresting and lovable 
personality, he filled the offices of Secretary and President 
with much distinction, and by his unflagging zeal and 
devoted service contributed largely to raising the Society 
to its present commanding position in the accountancy 
profession. In common with our professional brethren 
throughout Great Britain and Northern Ireland and the 
Dominions, we deplore his loss. 

The members are aware of the establishment of the 
Sir James Martin Memorial Fund as a capital addition to 
the existing Benevolent Fund. The Benevolent Fund 
was always very dear to the heart of the late Sir James 
Martin, and it is therefore appropriate that the memorial 
should take this form. The Council] note with pleasure 
that the members have contributed generously to the 
Memorial Fund. 


CoUNCIL. 
The following members of the Council retire by rotation. 


and, being eligible, offer themselves for re-election: 
Mr. N. Booth, Mr. R. Bell, and Mr. A. J. Magennis. 
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Pistrict GBocieties of Incorporated 
Accountants. 


BELFAST. 


ANNUAL MEETING. 

The annual meeting of the Incorporated Accountants’ 
Belfast and District Society was held in the Carlton 
on April 27th. Mr. Robert Bell presided, and there was 
a good attendance of members. 

The Chairman stated that at the annual dinner held 
in December the Prime Minister expressed the hope 
that a Conference of Incorporated Accountants would be 
held in Belfast at an early date. The Council of the Parent 
Society had accepted an invitation from the Committee 
of the Belfast Society to hold a Conference in Belfast in 
June 1937. 

The financial statement for the year, which showed a 
satisfactory position, was approved, and the following 
Committee for the ensuing year was elected: Mr. Robert 
Bell, Mr. Frederick Allen, Mr. J H. Allen, Mr. Harry 
Andison, Mr. E. A. Anderson, Mr. James Baird, Mr. 
David T. Boyd, Mr. Norman Booth, Mr. Samuel Boyle, 
Mr. Arthur S. Courtney, Mr. William Keith, Mr. John S. 
Lewis, Mr. Herbert McMillan, Mr. John D. Thompson 
Mr. John S. White, and Mr. J. A. Winnington. 


At a meeting of the Committee held subsequent to the 
meeting of members, the following office bearers for 1936-37 
were elected: President, Mr. John S. White; Vice- 
President, Mr. J. H. Allen ; Hon. Secretary and Treasurer, 
Mr. H. McMillan ; Hon. Auditor, Mr. Charles Magee. 


Report. 
The following are extracts from the annual report 
for the year ended March 31st, 1936. 


MEMBERSHIP. 
The total number of members is 198, consisting of 17 
Fellows, 78 Associates, and 103 Students, as compared 
with a total membership of 206 last year. 


EXAMINATIONS. 

The examinations of the Society of Incorporated 
Accountants were held in May and November in the 
Central Hall, Municipal College of Technology, Belfast. 
Ten candidates succeeded in passing the examinations 
in May and ten in November. 


ANNUAL DINNER. 

The annual dinner of the Society was held in the Grand 
Central Hotel, Belfast, on December 2nd, when the 
Prime Minister (Viscount Craigavon) was the principal 
guest. The number of members and guests again con- 
stituted a record. 


STuDENTs’ Society. 
A successful dance was held on January 31st under the 
auspices of the Students’ Section. 


MEETINGS. 
The following meetings were held during the year :— 
Address by Mr. D. L. Clarke, Chairman of the Northern 
Ireland Transport Board. 
Students’ Meeting. Social Evening. 
Address by Mr. D. H. Alexander, M.Sc., Principal 
of the College of Technology. 
Students’ Meeting. ‘‘ Partnership Law and Accounts,” 
by Mr. H. McMillan. 
Addresses by Mr. W. Holman, Mr. P. Toothill and 
Mr. E. E. Edwards. 
Students’ Meeting. “‘ Insolvency,” by Mr. J. S. 
Lewis, A.S.A.A. 


Address by Mr. J. M. Surfleet, Senior Inspector of 
Taxes, Northern Ireland. 

Students’ Meeting. ‘‘ Double Taxation,” by Mr. 
W. H. Palmer. 

‘** Claims under Schedule A,” by Mr. H. McMillan. 

Students’ Meeting. “* Estate Duty,” by Mr. A. H. 
Elliott, LL.B. 


CoMMITTEE. 

In accordance with the rules, one-third of the elected 
members of the Committee retire, and the members retir- 
ing under this rule are: Mr. Fred. Allen, Mr. E. A. 
Anderson, Mr. H. Andison, Mr. S. Boyle, and Mr. D. T. 
Boyd, who are eligible and offer themselves for re-election. 

Mr. J. D. Thompson continues to act as the Society’s 
representative on the Chamber of Commerce, and Mr. 
J. A. Winnington represents the Society on the Court 
of Referees of the Ministry of Labour. 

The Committee deeply regret the loss sustained by 
the Society through the death of Sir James Martin on 
August 21st, 1935. Sir James Martin occupied an out- 
standing position in the accountancy profession, and the 
high position which the Society has attained is in a very 
large measure due to his great ability, foresight and 
courage, and to his matchless powers of organisation. 

The Jubilee of the Society of Incorporated Accountants 
was celebrated in London on April 3rd, 4th and 5th last, 
and the President and Secretary and a number of members 
of the Committee of this District Society attended the 
dinner in the Guildhall, London, and the various other 
functions. 

At the District Society dinner held in December the 
Prime Minister of Northern Ireland stated that if the 
Society decided to hold a Conference in Belfast, he could 
assure them of government hospitality, and expressed 
the hope that such a conference would be held at an early 
date. The Council have accepted an invitation from your 
Committee to hold a Conference in Belfast, in June 
1937. It is hoped that every member will assist in making 
this Conference a success. 


The Incorporated Accountants’ Belfast and District 
Society held their annual golf competition for the Booth 
Cup at Donaghadee on May 18th. A large number of 
members took part under ideal weather conditions. 

The Cup was won by Mr. W. J. Stevenson, and the 
runner-up prize by Mr. W. Dunn. 

The prizes for the 18-hole stroke were won by Mr. H. 
Andison, with a net score of 68, and Mr. R. W. McBride 
with a net score of 70. 

The prizes were presented by the President (Mr. J. S. 
White), and a vote of thanks was passed to him and the 
Vice-President (Mr. J. H. Allen) for providing the prizes. 


BIRMINGHAM. 
Annual Report. 

The Committee have pleasure in presenting their Forty- 
fifth Annual Report. 

Further additions have been made to the Library— 
gifts from one of our members, which we record with 
gratitude—and it is hoped that increasing use will be 
made of the facilities offered. Suggestions for additions 
and improving its utility will be welcome. 

By kind invitation of the District Society of Liverpool, 
fifty members and friends took part in an enjoyable visit 
to Liverpool on October 29th. The arrangements included 
a visit to Liverpool Cathedral, a short tour of Liverpool, 
and an inspection of the works of Lever Bros. Ltd., at 
Port Sunlight. 

The annual dinner was held at the Queen’s Hotel, on 
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January 6th. The guests included the Lord Mayor of 
Birmingham and the President of the Society (Mr. R. 
Wilson Bartlett). 

The annual dance was held at the Midland Hotel on 
February 6th. This was a delightful gathering. 

The Consultative Committee, set up twelve months 
ago, has been most helpful to many members. It is 
proposed to continue these informal Consultative Panels, 
which were appointed to operate experimentally over a 
period of twelve months, and members are invited to 
avail themselves of the facilities provided for consultation 
on difficult points of practice. 

_ The Committee desire to record their thanks to the 

various lecturers for their services, and to the Birmingham 

‘and District Branch of the Chartered Institute of Secre- 

‘taries, the Institute of Bankers, and the Institute of Cost 

and Works Accountants for their invitations to lectures 

and general co-operation. 

The following lectures were held :— 

‘** Income Tax Principles as illustrated by recent decisions 
in the High Court,” by Mr. C. G. Woodifield. (The 
Law Students’ Society were invited to this lecture.) 

“* Pension Schemes,” by Mr. A. A. Davidson, F.F.A., 
F.I.A. (By invitation of the Chartered Institute of 
Secretaries.) 

* Wills and Intestacies under the Law of Property Act, 
1925,” by Mr. H. W. Lyde. 

* The Practical Aspect of Costing,” by Mr. J. A. Lacey. 
(By invitation of the Institute of Cost and Works 
Accountants.) 

** Income Tax,” by Mr. S. W. Rowlands. (By invitation 
of the Institute of Bankers.) 

‘* Income Tax as affecting Companies and Company 

Officers,’ by Mr. C. C. Benstead, Inspector of Taxes. 
(The Chartered Institute of Secretaries were invited 
to this lecture.) 

-“ The Internal Organisation of an Accountant’s Office,” 
by Mr. C. M. Dolby, F.S.A.A. 

** Some Notes on Bankruptcy Practice,”’ by Mr. R. Kynoch 
Clark, Official Receiver, Birmingham. 

** Retailing Costs and Profits,” by Professor Sargent 
Florence, M.A., Ph.D., Birmingham University. (The 
Institute of Cost and Works Accountants were invited 
to this lecture.) 

**The American Experiment,” by Mr. J. Walker, Past 
President of the Junior Chamber of Commerce. (The 
Institute of Bankers were invited to this lecture.) 


DEVON AND CORNWALL. 
ANNUAL MEETING. 

The second Annual General Meeting of the Incorporated 
Accountants’ District Society of Devon and Cornwall 
was held at Plymouth, on May 15th, Mr. W. J. Ching 
presiding. 

The Report of the Committee and the Accounts ad 
the year were adopted. 

Mr. H. S. Bull, Mr. W. J. Ching and Mr. A. W. C. 
Lyddon, Mr. W. W. Beer and Mr. J. H. Chown were 
re-appointed members of the Committee, and Mr. W. H. 
Aplin, Mr. J. Ainsworth and Mr. G. E. L. Whitmarsh 
were appointed additional members. 

The retiring auditor, Mr. W. R. Frost, was re-elected. 

Considerable discussion took place on the lecture pro- 
gramme. Mr. Frost considered that the past year’s 
programme was an improvement on its predecessor. Mr. 
Broad regretted that more practising members did not 
attend the meetings, and expressed the hope that they 
would assist their articled clerks by introducing them to 
District Society meetings in the early days of their articles. 
.Mr. R. W. G. Paper considered that a lecturer should 


leave a specified time for discussion, and Mr. Ching raise 
the question of qualified members attending to answer thy. 
questions of students, a proposal which met with th: 
general approval of the meeting. 

Mr. Jillard, Mr. Brown and Mr. Broad were suggeste: 
as unofficial student representatives to discuss with the 
Committee the type of lecture to be held. 

At a Committee meeting held after the annual genera} 
meeting, Mr. W. W. Beer was elected President. and 
Mr. H. S. Bull Vice-President. 

Report. 

The Committee have pleasure in presenting the report 
of the work of this District Society for the year ended 
March 31st, 1936. 

The present membership is 133, including 25 Fellows, 
58 Associates, and 55 Students. 

The following lectures were given :— 

At PLYMOUTH. 

** Auditing Case Law,” 
F.C.A. 

** Accountancy Problems,”’ by Mr. W. J. Ching, F.S.A.A. 

** Bases of Assessment,”” by Mr. W. N. Carr, H.M. In- 
spector of Taxes. 

Mock Shareholders’ Meeting. 

** Economics for the Society’s Final,”” by Mr. C. L. Lawton, 
M.Se., A.C.A. 

* The Lawyer and the Accountant,” ad Mr. R. D. Lus- 

combe, LL.B., Solicitor. 

Mock Bankruptcy Meeting. 

‘** General Commercial Knowledge,”’ by Mr. Reid, A.C.A. 

At EXeTeER. 

** Income Tax Practice,” by Mr. F. J. rr Inspector 
of Taxes. 

** Problems of Accountants,” by Mr. G. E. L. Whitmarsh, 
F.S.A.A. 

Eleven students passed the Final examination of the 
Society held in 1935 (one with Honours), and eight were 
successful in the Intermediate. 

Mr. J. Love has resigned his post on the Committee, as 
he has left the district. The regret of the District Society 
has been expressed to Mr. Love, together with gratitude 
for his services. 

Mr. H. S. Bull, Mr. W. J. Ching, and Mr. A. W. C. 
Lyddon retire from the Committee under Rule 5 (6). 
They are eligible, and offer themselves for re-election. 
Mr. W. W. Beer and Mr. J. H. Chown retire under Rule 
5 (d), and are eligible for re-election. 


LIVERPOOL. 
Report. 

The Committee has pleasure in submitting to the 
members the report for the year ended March 31st, 1936. 
MEMBERSHIP. 

The figures of membership of the Society for the past 
three years are as follows :-— 


by Mr. C. E. Perry, F.S.A.A.. 


1934 1935 1936 
Fellows... pas 70 69 68 
Associates 208 211 226 
Students .. 224 239 252 
502 519 546 

OsITuARY. 


We record with great regret the death during the year 


of Mr. N. J. Cornish (Associate) and Mr. Alan Standing 


(Fellow). 

Mr. Standing had served for many years on the Council 
of the Parent Society and on the Committee of the District 
Society, of which he was President from 1914 to 1922. 
We recall with gratitude his many services to the Society, 
of which he was so honoured a member. 
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MEETINGs. A large number of members took part, and it is hoped 
The following meetings have been held during the to arrange a similar meeting next session. 
year :— 


” Visit to Incorporated Accountants’ Hall. 

“ Industrial Reorganisation,” by Mr. Harold Macmillan, 
M.P. 

“ Foreign Exchanges,” by Mr. A. S. Wade, City Editor, 
the Evening Standard. 

(At Chester). “‘ Income Tax Claims,” by Mr. Charles 
Tunnington, F.S.A.A. 

Visit to Lever Bros., Port Sunlight. (Visit of Birming- 
ham District Society). 

“The Verification of Assets and Liabilities.” by Mr. 
W. J. Back, A.S.A.A. 

“The Working of the Dock Board System,” by Mr. 
L, A. P. Warner, C.B.E., F.C.1.S., General Manager and 
Secretary, Mersey Docks and Harbour Board. 

(Joint Meeting with Chartered Institute of Secretaries, 
Liverpool Branch). 

(At Chester). ‘* Fraud in Accounts,” by Mr. S. Wood- 
yer, F.S.A.A., A.C.A. 

Dance at Adelphi Hotel. 

“ Patent and Trade Names,” by Mr. J. F. H. Templer, 
LL.B. 

(At Chester). ‘“‘ Secretarial Practice,” by Mr. W. E. 
Taffs, A.S.A.A. 

“A Commentary on Recent Economic Events. 1931- 
1935,” by Mr. Stanley Dumbell, M.A., Assistant Registrar, 
The University of Liverpool. 

“The Influence of the United States on Great Britain,” 
by Sir Josiah Stamp, G.B.E., F.S.A.A. (By invitation 
of the Liverpool and District Bankers’ Institute). 

“ The Legal Liability of Accountants,’ by Mr. J. Selwyn 
Lloyd, M.A., Barrister-at-Law. 

(At Chester). ‘* Aspects of Municipal Accounts,” by 
Mr. R. Bennett, A.S.A.A., Borough Treasurer, Colwyn 
Bay. 

Discussion on Professional Topics. 

“ Forecasting in Business,”’ by Mr. Hargreaves Parkin- 
son, Associate Editor, The Economist. 

The Committee desires to record its thanks to the 
Lecturers and to the Constitutional Club for the facilities 
provided. 

A successful dance was held at the Adelphi Hotel, on 
November 26th, the guests including the Lord Mayor and 
Lady Mayoress of Liverpool, and the President of the 
Parent Society (Mr. R. Wilson Bartlett, J.P.). and Mrs. 
Wilson Bartlett. 


Visir OF BIRMINGHAM SOCIETY. 

On October 29th, members of the Birmingham District 
Society visited Liverpool as their guests and joined in an 
inspection of the Cathedral, where a memorable address 
was given by the Dean of Liverpool. The party then 
travelled through the Mersey Tunnel to Messrs. Lever 
Brothers’ Works at Port Sunlight to see the factories, the 
offices (by courtesy of Mr. S. Hamilton Price, A.S.A.A., 
Office Controller), and the Lady Lever Art Gallery. 
After a visit to the Liverpool Town Hall, members of the 
Committee of the Birmingham Society were entertained 
at a dinner at the Constitutional Club. 

Three informal Members’ Dinners have been held in 
connection with the following addresses :— 

“Industrial Reorganisation,” by Mr. Harold Mac- 
millan, M.P. 

“Income Tax Claims,” by Mr. Charles Tunnington, 
F.S.A.A. (At Chester.) 

“ Forecasting in Business,” by Mr. Hargreaves Parkin- 
son. 

During the year, an experimental meeting was held, for 
the purpose of informal discussion on professional topics. 


CONSULTATIVE COMMITTEE. 

During the year, arrangements have been made to 
extend the services of the Consultative Committee to 
students, with satisfactory results. Members are invited 
to avail themselves of the facilities thus provided for 
speedy consultation on all points of professional practice. 


STuDENTs’ SECTION. 

In preparation for the examinations of the Parent 
Society, revision classes have again been held. The 
possibility of extending these revision classes in future 
is being considered. 


EXAMINATION RESULTS. 

The Committee extends its congratulations to the 
students who were successful at the examinations of the 
Parent Society. 

Five passed the Final examination and twenty-nine 
the Intermediate. 

The Liverpool examination prizes have been awarded 
to Mr. David Graneek (third place, Intermediate) ; Mr. J. 
F. Kelly (fifth place, Intermediate) ; and Mr. S. W. Sykes 
(fifth place, Intermediate). 


Liprary. 

Increasing use has again been made of the Library. 
and it has been possible to make a larger grant for book 
purchases. The question of obtaining more adequate 
accommodation has been considered by the Committee. 


PARENT SOCIETY. 

The Committee once again desires to record its most 
grateful thanks to the President, Council and Officers of 
the Parent Society, for constant encouragement and 
assistance. The past year has been specially notable 
for the Fiftieth Anniversary Celebrations of the Parent 
Society. 

The death of Sir James Martin, in August last, was 
deeply regretted by the members of the Liverpool Society, 
who will not soon forget his character, abilities and 
services. 

In March of this year, the Manchester District Society 
celebrated its Fiftieth Anniversary, the arrangements 
including a Banquet, a Luncheon and a Ball. The Liver- 
pool Society was represented by the President and the 
Honorary Secretary, who conveyed the warmest con- 
gratulations and good wishes to the Manchester Society. 


LIVERPOOL CHAMBER OF COMMERCE. 

The Society during the past year has been represented 
on the Council of the Chamber of Commerce by thePresi- 
dent and by the late Mr. Alan Standing. On the death 
of Mr. Standing, Mr. W. Bertram Nelson ‘was appointed 
in his stead. 


NORTH LANCASHIRE. 
Report. 
The Committee have pleasure in presenting a report 
on the work of the Society. 


MEMBERSHIP. 
The total membership is 228, including 33 Fellows, 
102 Associates and 93 Students. 


LECTURES. 
The following lectures have been given :— 


“* Branch Accounts,” by Mr. Walter W. Bigg, F.S.A.A . 


* Practical Hints for Accountancy Students,” by Mr. 
W. H. Stalker, A.S.A.A. 

** Appeal to the General Commissioners for Incame 
Tax,” by Mr. R. W. Lynn, Solicitor (Clerk to the 
Commissioners of Income Tax, Preston), 


* ia Meal: alae F bear hc 


: 
7 


~~ OTe 
= 4 


RS. 


ot : 
sie 2 
sec Be 
the- ‘ 
ae 
the if . 
a 
the at 
x 
ral i oe 
ind ia 
3 Pia 
a 
ort = 
ded ail ' 
: thifieae 
oa 
WS, ; 
A.. 
A. : 
In- 
ton, A 
4uS- : 7 
\. : 
ctor | & 
rsh, . - 
ate 
the 4, anaes 
vere ; a 
iety ee 
ude aa 
U 
y c e 
(b). ‘ 
‘ion. 
! 
tule bs 
a 
oO 
a pe 
a ae 
936. oo” 
smbennaa a 
on 
6 ‘3 < 
8 “3 
6 3 
2 ee 
a 
he ee a 
ding Se 
ee we 
uncil a es 
strict fae 
1922. Le 
. “Seats. 0 
siety, = 
‘ ed 


334 


THE INCORPORATED ACCOUNTANTS’ 


JOURNAL. [JUNE, 1936 


*‘ Important Points in Company Law,” by Mr. R. F. 
Cartwright, LL.B., Solicitor. 
** Investigations and Reports,” by Mr. A. Lord, A.S.A.A. 
“Duties and Liabilities of Auditors,” by Mr. C. A. 
Sales, LL.B., F.S.A.A. 
“Training for the Profession,” by Mr. H. A. R. J. 
Wilson, F.S.A.A. 


EXAMINATIONS. 

Congratulations are extended to the students who 
were successful at the Society’s examinations in May and 
November, 1935. Six passed the Final and six the 
Intermediate. 


LiBRary. 

Books may be borrowed on application to the 
Hon. Secretary, and will be forwarded post free to 
out-of-town members. They must be returned within 
14 days, post paid. Despite the facilities afforded by the 
existence of an up-to-date collection of technical works 
acquired at considerable expense, little use has been made 
of the advantages offered, as very few requests have been 
made for the transmission of books by post. 


PaRENT SOCIETY. 
The Committee again record their thanks to the 
‘ Council and Officers of the Parent Society for their 
continued interest and support. Mr. J. Wareing 
represented the Society at the Annual Meeting of Repre- 
sentatives of District Societies held in London in May, 
1935. 

It is fitting that the District Society should offer con- 
gratulations to the Council on the unqualified success 
which attended the celebrations arranged in commemora- 
tion of the completion of the first fifty years of the Society’s 
history. 

It was with profound regret that the news was received 
in August last of the passing of Sir James Martin, who 
laboured unceasingly to bring the Society to the eminent 
position it now occupies in the commercial life of the 
country. The significant success of the Jubilee celebra- 
tions was a marked tribute to the excellence of his pioneer 
work. 

CoMMITTEE. 

The retiring members of the Committee are Mr. F. W. 
Coope, Mr. J. Donaldson and Mr. H. Howarth, who are 
eligible for re-election. 


AUDITOR. 
The retiring Auditor, Mr. A. S. Oldman, is also 
eligible for re-appointment. 


CONCLUSION. 

Apart from the Annual Dinner held in November, 
the past year has been uneventful so far as the 
District Society was concerned. The dinner was as 
successful as any of its predecessors, being attended by 
prominent representatives of the civic, business and 
educational life of the district. 

The Committee once again request a more lively interest 
of all the members of the District Society in the well- 
being of the local organisation, for the welfare of which 
each member has an equal and personal responsibility. 


SOUTH WALES AND MONMOUTHSHIRE. 
Cardiff and District Students’ Section. 


ANNUAL MEETING. 

The annual general meeting of the Cardiff Students’ 
Section, held on May 11th, was presided over by Mr. R. R. 
Davies, A.S.A.A., and there was a satisfactory attendance. 

Votes of thanks were unanimously accorded to the 
lecturers, officers, Committee, judges and sports secre- 
taries for their services during the year. 


' eate of Merit and First Prize in the Final in May, 1935. 


The following Officers and Committee were elected for 
the year 1936-37 :—Chairman and Students’ Representa- 
tive on the District Committee, Mr. B. S. Horspool, 
A.S.A.A.; Vice-Chairman, Mr. D. R. Carston; Hon. 
Secretary, Mr. J. Alun Evans ; Sports Secretary, Mr. A. G. 
Pallot. Committee ; Mr. R. R. Davies, A.S.A.A., Mr. H. 
Leopard, A.S.A.A., Mr. A. G. Pallot, Mr. W. E. Thomas, 
Mr. G. E. Davies, Mr. V. G. Fradd, ane Mr. W. R. Mat- 
thews. 

The judges in connection with the scheme were re- 
elected for 1936-37 with the addition of Mr. H. Leopard. 

Unanimous and enthusiastic congratulations were 
extended to Mr. F. J. Alban, C.B.E., F.S.A.A., on his 
election as a member of the Council of the Society of 
Incorporated Accountants and Auditors. 

It was arranged that the Annual Outing should be held 
early in June, and take the form of a visit to Birmingham. 


Report. 


OFFICERS AND COMMIITTEE. 

Early in January we lost the services of Mr. E. T. Back 
as a member of the Committee and as Joint Sports Secre- 
tary. Mr. Back obtained a post outside Cardiff. The 
casual vacancy thus created was filled by Mr. H. Leopard. 


LECTURES AND MEETINGS. 

The meetings held, in addition to those connected with 
the Prize Essay scheme, were as follows :— 

** An Introduction to Economics,” by Mr. A. E. Pugh, 
F.S.A.A. (President of the District Society). 

** Topic ” meeting. 

Joint Debate with Newport Students’ Society. ‘* That the 
Banking System of this Country should be Nationalised.” 

It is regrettable that the year 1935-36 was in every 
way a disappointing one. Fifteen members entered the 
Prize Essay scheme and the Committee arranged an 
attractive syllabus of lectures and educational visits, 
but the average attendance of 18.7 was the lowest for 
the last ten years. This unfortunate position obviously 
ealls for action before next year. Certain suggestions are 
already in mind ; these, and possibly others, will we hope 
receive full support. 

lt is pleasing to note that there were seven new com- 
petitors in the Prize Essay scheme. The papers delivered 
were of the usual high standard, but questions continue 
to be unevenly distributed. 

The judges, Mr. R. R. Davies, A.S.A.A. (Chairman), 
Mr. Noel Cliffe, A.S.A.A., Mr. Ivor Davies, A.S.A.A., 
Mr. E. J. Wade, A.S.A.A., Mr. B. S. Horspool, A.S.A.A., 
Mr. Haydn Williams, A.S.A.A., and the Hon. Secretary 
(Mr. J. Alun Evans), awarded the prizes to the following 
competitors :—(a) For the best paper, 1st prize : Mr. V. G. 
Fradd ; 2nd prize, Mr. R. B. Evans. (b) Prize for the best 
contribution to the discussions: Mr. W. E. Thomas. 

The prize-winners were presented with their prizes at 
the Annual Dinner of the District Society by Mr. R. 
Wilson Bartlett, J.P., President of the Parent Society. 


EXAMINATIONS. 

{t always affords much pleasure to record the successes 
of candidates at the examinations. We extend to eacl 
of them our heartiest congratulations. Six passed the 
Final, ten the Intermediate, and one the Preliminary. 
Mr. A. V. Vincent, Cardiff, was awarded the First Certifi- 


LIBRARY. 
Although there was a slight decrease in issues during 
1935, steady use is now made of the Library. 
We are much indebted to Mr. D. R. Carston for the 
admirable manner in which he has performed the duties 
of Librarian for the last two years. 
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MAGAZINE. 

The issue of a magazine, which was quite a new venture, 
was the redeeming feature in an uneventful year. Mr. 
Ivor Davies (the Editor) is deserving of the thanks of 
every member for the considerable amount of work in- 
volved. Future issues will be awaited with interest. 


SociaL AND EpvucCaTIONAL FUNCTIONS. 

The Annual Outing took place on June 27th, 1935, 
when a visit was made to Clevedon and Weston-super- 
Mare. 

By kind invitation of the Postmaster of Cardiff, a party 
of members attended an exhibit of Post Office sound films 
on November 28th. 

The Annual Dance was held on December 11th. 

By kind permission of the directors of Norths’ Naviga- 
tion Colliery Company, a party of 18 members made a 
tour of the Collieries at Maesteg on March 18th. The 
experience was one of much educational value. 

On March 24th, several members were permitted to view 
the working of the Powers Samas accounting machines at 
the offices of the Welsh Board of Health, Cardiff. 


Sports SECTION. 

The Sports Secretaries (Mr. A. G. Pallot and Mr. E. T. 
Back) provided an excellent programme of cricket and 
football matches. We are indebted to the Cardiff City 
and Cardiff Athletic Clubs for permitting matches to be 
played on their grounds. 


SWANSEA AND SOUTH-WEST WALES. 
Annual Report. 


The District Committee have pleasure in presenting their 
report for the year ended March 31st, 1936. 


MEMBERSHIP. 

On March 38ist, 1936, there were 63 members and 
78 students. 

LECTURES. 

The following lectures and meetings were held during 
the year :— 

Official Opening of District Offices, and Address by 
Mr. R. Wilson Bartlett, J.P., President of the Society of 
Incorporated Accountants. 

‘* Receivership,” by Mr. A. E. Goskar, F.S.A.A. 

“ The Exchange Equalisation Fund,” by nee. P. &. 
Thomas, M.A. 

“Company Winding-up,” by Mr. C. A. Sales, LL.B., 
F.S.A.A. 

“ Relief in respect of Losses under the Income Tax 
Acts,” by Mr. H. G. Roberts, Inspector of Taxes. 

“Deeds of Arrangement,” by Mr. D. Gethin Williams, 
LL.B. 

Short Papers :— 

** Building Societies’ Arrangements, 1935,”’ by Mr. D. 

Bennallick. 

** Advantages of Limited Companies over Partner- 
ships,” by Mr. J. Francis. 

“A few aspects of Credit,’ by Mr. W. Jenkins. 

‘** Landlords’ Right of Distress,’ by Mr. K. Morris. 

The District Committee express their thanks to the 
lecturers and to all who contributed to the proceedings. 


EXAMINATION RESULTS. 
Seven students passed the Final examination during 
1935, and seven the Intermediate. 


District OFFICE. 

The Committee are pleased to report that they have been 
able to establish District Offices in Swansea by the tenancy 
of a commodious room on the first floor of the Swansea 
Savings Bank premises in Heathfield Street. Possession 
was obtained on October Ist, 1935, and the first meeting 


of the session was made the occasion of the official opening. 
The President of the Society, Mr. R. Wilson Bartlett, 
J.P., after formally declaring the offices open, gave 
an instructive address in which he emphasised the value 
of the Society’s certificate and the necessity for continuous 
study to meet the increasing responsibilities implied by 
membership of the Society. The President was accom- 
panied by the Secretary of the Society, Mr. A. A. Garrett, 
and the Hon. Secretary of the South Wales and Monmouth- 
shire District Society, Mr. Percy H. Walker. 

The Committee desire to place on record their appre- 
ciation of the generous assistance and guidance given by 
the President, the Financial and District Societies Com- 
mittees, and the Secretary, which have made possible the 
establishment of District headquarters in this area. 
Thanks are also due to Mr. R. Wilson Bartlett, Mr. A. A. 
Garrett, Mr. W. Bertram Nelson, of Liverpool, and 
members of the District Society for gifts of photographs, 
cartoons and books. 


LIBRARY. 

The Library is now housed at the District Office, and 
many important additions have been made during the 
year. Books may be obtained at any time by arrange- 
ment with the Librarian. 


District CoMMITTEE. 

The following members of the Committee retire by 
rotation and are eligible for re-election:—Mr. A. E. 
Goskar, Mr. J. T. Nicholas, Mr. G. A. Watkins, and Mr. 
R. A. Wetherall. 


Changes and Removals. 


Mr. Martin Hammond, A.C.A., has been admitted to 
partnership in the firm of Hewat, Bridson & Newby. 
Mr. Hammond will continue to direct the affairs of the 
Cairo office of the firm. 


Mr. J. Lewin. Incorporated Accountant, practising 
under the style of Lewin & Co., Incorporated Accountants, 
has removed his offices to 112, Wood Street, London, 
E.C.2. 


Mr. Arthur A. Reeves, of Martin’s Bank Chambers, 
2a, Tyrrel Street, Bradford, Incorporated Accountant, 
has admitted into partnership Mr. Jack Meadowcroft 
Richards, Chartered and Incorporated Accountant, who 
has been associated with him for some time. The practice 
will be carried on under the style of Arthur A. Reeves 
and Co., Incorporated Accountants, at the same address. 

Mr. O. H. Smith, Incorporated Accountant, has com- 
menced public practice at 12, Firs Drive, Cranford, 
Middlesex, under the style of Harmon Smith & Co. 


Messrs. West, Williams & Salisbury, of 6, Broad Street 
Place, London, E.C.2, and of Wadebridge, Padstow, 
St. Columb and Camelford, Cornwall, announce that 
Mr. R. W. West, F.C.A., and Mr. A. G. Williams, F.C.A., 
have by mutual consent retired from the firm. The name 
of the firm will remain unchanged, and the practice will 
be carried on by Mr. G. C. Salisbury, Incorporated 
Accountant. 


Mr. S. A. Afzal, Incorporated Accountant (Messrs. 
Afzal, Banerjee & Co.) Calcutta, has been appointed by 
the Government of Bengal, India, to serve as a member 
of the Bengal Board of Economic Enquiry. The Board 
was created by the Government in the year 1933, following 
the advice of Sir Arthur Salter, and amongst the members 
are Sir Edward Benthal, Mr. P. Banerjee, M.A., D.Sc., 
and Mr. H. L. Dey, D.Sc. 
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Scottish Notes. 


[FROM OUR CORRESPONDENT.] 


May Examinations—Glasgow Centre. 

The examinations for Scottish candidates were held in 
Glasgow, in the Commercial College, on the first week in 
May, and were attended by twenty-eight candidates. 
The Secretary of the Scottish Branch, Mr. James Paterson, 
Member of Council, supervised the examinations, and 
was assisted by Mr. J. Hawthorne Paterson, F.S.A.A. 
During the examination the Examination Hall was 
visited by several members of the Scottish Council. 


Great Priory of Scotland. 

The annual muster of the Great Priory of Scotland was 
held last month, and was presided over by Brig.-General 
Sir Robert Gilmour, Bart., C.B., C.V.O., D.S.O., Grand 
Master. Amongst other appointments made, Mr. D. R. 
Matheson, M.A., LL.B., F.S.A.A., Edinburgh, was re- 
elected Grand Secretary. 


Anchor Line Pension Fund. 

When the Anchor Line (Henderson Bros.), Ltd., went 
into liquidation some time ago, the Pension Fund con- 
nected with that company—and carricd on under the title 
of the Anchor Line (Henderson Brothers), Ltd., Pension 
Fund—was discovered to have suffered considerable loss 
through the trustees having deposited the main part of 
the fund, a sum of over £300,000, with the Anchor Line 
(Henderson Brothers), Ltd. In a report to the Court, 
the judicial factor, Sir David Allan Hay, C.A., who had 
superseded the trustees, stated that this sum had been 
entirely or almost entirely lost through the liquidation 
of the company. Questions of considerable complexity 
still remained to be investigated, and he asked for a direc- 
tion from the Court as to payments to the pensioners, 
many of whom, it was stated, were entirely dependent 
on the fund for their subsistence. The Court authorised 
the judicial factor to continue interim payments at the 
rate of 50 per cent. of the pensions formerly received by 
the pensioners. 


Error by Government Department. 

It is not often a Government department makes an 
error in financial matters, and probably still less frequently 
is such an error officially admitted. Following an admis- 
sion of the Secretary for Scotland that “ an error has been 
made by a Government department,” a windfall has 
come the way of the small burghs of the County of Perth 
and Kinross. 

The error referred to is concerned with a calculation 
based on gains and losses of each separately rated authority 
in the County of Perth and Kinross under sect. 60 of 
. the Local Government (Scotland) Act, 1929. It resulted 
in the County Council being obliged to repay to the 
Treasury, the County Council of Kinross, and the small 
burghs combined, a sum of £18,500. In view of the special 
circumstances the Scottish Office have sanctioned the 
repayment of the amount due to the Treasury over a 
period of five years, and the County Council has suggested 
to the small burghs that they should adopt a similar 
procedure. 

Mr. J. C. Paterson, a member of the Dumblane Town 
* Council, was responsible for pointing out the Government 
department’s error, which has resulted in a saving to 
the small burgh of Dumblane of £3,141 10s. 6d. 


Notes on Legal Cases. 


COMPANY LAW. 
Spink (Bournemouth) Limited v. Spink 
Person acting as Director and Employee. 

The defendant, who was a director and an employee of 
the defendant company, a firm of garage proprietors and 
motor dealers, agreed to resign both posts, and, in con- 
sideration of a cash payment to himself, entered into a 
covenant that he would not, for a period of five years. 
carry on, or assist in any capacity in carrying on, the 
business of a garage proprietor or motor dealer within a 
radius of ten miles from a certain point. The agreement 
contained the further provision that the defendant would 
transfer his holding of fully paid ordinary shares in the 
company to his brother, who was also a director, for £250. 
A cheque for that sum was paid by the company. 

It was held (1) that, regarding the agreement as one 
between employer and employee whereby the employee 
was released from his services in payment of a considera- 
tion, and the restrictive covenant not being wider than 
would be necessary for the employer’s protection if the 
employment were beginning, the agreement was not 
invalid and contrary to public policy ; (2) that if the pay- 
ment of £250 by the company was in contravention of 
sect. 45 (1) of the Companies Act, 1929, which was not 
proved, the effect of that contravention would be to render 
the company liable to a fine, but not to invalidate the 


agreement. 
(Ch. : 1936, 52 T.L.R., 366.) 


INSOLVENCY. 
In Re Pavyer; Ex Parte George Brown, Son 
and Vardy. 
Notice of Intention to declare Final Dividend. 

The form of the notice by which a trustee in bankruptcy 
announces his intention to declare a final dividend and 
directs creditors to establish their claims is prescribed by 
the Bankruptcy Rules, 1915. A trustee in bankruptcy 
served a notice which was not in the prescribed form in 
that it directed the creditor to deposit a proof of his debt 
in the hands of the trustee by the given date, but did not 
go on to say that if the direction was not complied with 
by that date a final dividend would be declared without 
regard to the debt. 

It was held that the notice was good because, although 
not in the prescribed form, it contained the necessary 
information as required by the Bankruptcy Rules. 

(Ch. : 1936, 52 T.L.R., 383.) 


INCOME TAX. 
Peterborough Royal Foxhound Show Society v. 
Inland Revenue Commissioners. 
Profits of Annual Show. 

Sect. 23 of the Finance Act, 1924, exempts from income 
tax the profits or gains arising to an agricultural society 
from a show held for the purposes of the society if such 
profits are applied solely to the purposes of the society. 
** Agricultural society” is defined for the purposes of 
that section as any society established for promoting the 
interests, inter alia, of live-stock breeding, 

The object of the society was to promote the interests 
of foxhound breeding and for that purpose to hold annually 
a foxhound show. The whole of the funds and income of 
the society, including the net proceeds arising from the 
annual show, were applied solely towards the promotion 
of the purpose of the society, 

It was held (1) that the society was an agricultural 
society within the meaning of sect. 23 of the Act of 1924, 
and as such was exempt from income tax on the profits 
derived from its annual show ; (2) but since the main 
purpose of the society was to benefit fox-hunting and not 
to benefit the community it was not a charity and was not, 
therefore, exempt under sect. 37 of the Income Tax Act. 
1918, from income tax on the income derived from its 
investments. , 

(K.B. : 1936, 52 T.L.R., 391.) 
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